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Sheldon Advises NAIA To Take More 


Realistic And Fairer Position On 
Soliciting Of Group Accident 


The solicitation of accident insur- 
ance by Standard Oil of Indiana was 
criticized in a reso- 
lution adopted by 
National Assn. of 
Insurance Agents 
at its 1960 annual 
convention. NAIA 
asked the oil com- 
pany to stop it. At 
the December ex- 
ecutive committee 
meeting of NAIA, 
Walter M. Sheldon 
of Alexander & 
Co., Chicago, past 
president of NAIA, 
described this position as unrealistic 
and unfair. 

It has been a matter of great con- 
cern to him and to a number of other 
members that NAIA has on several 
occasions assumed the posture of op- 
position to procedures, policies or meth- 
ods introduced by the companies. 
This opposition has been declared and 
maintained despite the acceptance and 
common use of these procedures, pol- 
icies or methods by a substantial num- 
ber of the NAIA members, Mr. Shel- 
don said. 


Alexander Missed Getting Plan 


He pointed out that Alexander & 
Co. proposed a plan to sell accident 
insurance to credit card customers of 
Standard, but it did not get the busi- 
ness. The oil company’s plan of solici- 
tation differs materially from the Al- 
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Crum & Forster Has 
Installment Pay Plan 


Crum & Forster group has intro- 
duced an optional extended premium 
payment endorsement plan that pro- 
vides for monthly or quarterly pay- 
ment by insured of premiums directly 
to the company by attachment to an 
eligible policy or an endorsement by 
the agent. No note or signed agree- 
ment between company and insured is 
required. The plan has been filed and 
accepted in many states. 


Rates Hiked 6.3% On 
N. C. Auto Liability 


Commissioner Gold of North Caro- 
lina has approved an over-all private 
passenger auto liability rate increase 
of 6.3%, effective Feb. 15. 

The decision came after a long bat- 
tle by the companies which origin- 
ally sought through a 1959 filing of 
North Carolina Automobile Rate Ad- 
ministrative Office an increase of 19.9% 
This filing was rejected. 

Subsequently, increases of 10.8% on 
BI and 7.6% on PDL were asked and 
were also rejected. In his latest de- 
cision, Mr. Gold approved the BI rate 
increase but rejected the PDL pro- 
posal. He said the rate office had pre- 
sented strong documentary evidence 
for the former, but inadequate data 
to support the latter. 


exander plan, which contemplated a 
solicitation of the individual credit 
card holders by Alexander & Co. as an 
independent agent and by using other 
agents in other states. 


Must Go On Offensive 


Mr. Sheldon believes the time has 
come, if it has not already passed, 
when the NAIA must cease to be an 
organization fighting a rear guard, re- 
treating action by merely opposing 
things. For the sake of members and 
the preservation of the agency system, 
it must assume the offensive and ag- 
gressively advocate, espouse and pro- 
mote anything that will permit mem- 
bers to become the competition. NAIA 
agents must find ways to sell effec- 
tively and prosper so that in con- 
sequence the companies which mem- 
bers represent can prosper. Its mem- 
bers cannot continue to thwart the 

(CONTINUED ON PAGE 31) 


N. C. Compulsory Law 
Apt To Be Extended 


North Carolina’s compulsory auto- 
mobile liability insurance law, which 
expires this year unless reenacted by 
the legislature, is apt to be extended. 
Commissioner Gold, though he is not 
taking a position on the measure, ap- 
pears to believe compulsory will be 
continued. He has several legislative 
proposals geared to its continuance. 
He also will propose applying the sur- 
plus lines law to lines of insurance, 
casualty as well as property, a point 
on which he believes the present legis- 
lation is not clear. 

Companies have taken a_ strong 
stand against reenacting compulsory, 
and agents are divided. However, sur- 
veys in recent weeks by Carolina 
Motor Club and North Carolina State 
Motor Club indicate wide public ac- 
ceptance of compulsory. 

One of Mr. Gold’s proposals is a 
security fund for auto liability insur- 
ers that go broke. His view is that 
since auto liability is compulsory, the 
public should be given the fullest pro- 
tection. He suggests a fund of $750,- 
000. 





One AR Insurer 


He also is still considering the rec- 
ommendation of legislation to require 
establishment of one insurer to handle 
assigned risks. However, Mr. Gold has 
noted that the present AR plan in 
the state has been considering changes 
in the rules and his legislation may 
be contingent on how much progress 
is made in that effort. 

He will recommend to the legisla- 
ture that the uninsured motorist en- 
dorsement recently approved on an op- 
tional basis be written into the law so 
that all insured, including assigned 
risks, will be able to buy it. 

He favors having the license plate 
follow the driver instead of the ve- 
hicle and having the compulsory law 
apply to owned rather than registered 
vehicles. 


Blackford, Bureau 
Clash Over Property 


Plan Rejection 

LANSING—Commissioner Blackford 
of Michigan hit back vigorously dur- 
ing the past week at Michigan Inspec- 
tion Bureau for its critical reception 
of his rejection of the public and in- 
stitutional property plan. 

The proposal would give risks de- 
veloping a minimum annual premium 
of $1,000 or more eligibility for rate 
cuts ranging from 25 to 37%. 

“This is a bald attempt,” charged 
Mr. Blackford, “by the Michigan In- 
spection Bureau to have the depart- 
ment fight their competitive battle 
with mutual companies who have been 
receiving a greater portion of this 
business as governmental entities util- 
ize competitive bid procedures. They 
forget we represent the public, not 
their bureau or any particular segment 
of the industry. 

“They submitted a gimmicked-up 
rate schedule which could have had 
the effect of forcing poorer school dis- 
tricts to subsidize rich school districts. 
This is Robin Hood treatment in re- 
verse and they know it.” 


The commissioner said the bureau 
had been advised, during discussions 
which have extended since last May, 
that the projected filing “discriminates 
against similar risks in the same cate- 
gory and against others which need 
relief from high fire insurance rates.” 
He said, further, that he resented “the 
implication that the department sat on 
the bureau’s filing for months,” ex- 
plaining that “our staff put in count- 
less hours in conference with bureau 
personnel, checking records in the de- 
partment of public instruction and in 
other activities.” After correspondence 
and conferences, he said, the plan was 
rejected Sept. 14, 1960, as “unfairly 
discriminatory” and unlikely to pro- 
duce adequate rates. No hearing was 
demanded at that time, he said, but 
a slightly modified plan was resub- 
mitted Dec. 23, without further expla- 
nation or arguments in its behalf. For- 
mal notice of disapproval was then 
sent Jan. 25 but no request for a formal 
hearing was made by the bureau. The 
department asked why similar reduc- 
tions could not be offered industrial 
and business risks, on similar terms, 
but regarded the answer as unsatis- 
factory. 


Prior Approval 
Issue Thoroughly 
Aired At Chicago 


Gerber Subcommittee 
Hears Both Sides Debated 
By Industry Leaders 


By JOHN BURRIDGE 


The Gerber subcommittee of NAIC, 
charged with the responsibility of in- 
vestigating rate regulation in the states, 
spent a day and a half last week in Chi- 
cago listening to a discussion of a truly 
significant issue in the competitive 
arena of the fire and casualty business 
—the question of whether there should 
be prior approval of rate filings. All 
members of the committee were on 
hand or represented, they being Strain 
of Texas, Musser of Oregon, Leggett 
of Missouri, Smith of Pennsylvania, 
Blackford of Michigan, Rinehart of 
Alabama (represented on the second 
day by Thorpe Forrester) and Frank 
Harwayne of New York and Thomas 
Redd of Virginia, representing Thacher 
and Parker, respectively. 


The turnout Thursday afternoon 
numbered about 60 persons, and was 
somewhat larger than the crowd the 
following morning, but this was due 
to the fact that H. Clay Johnson pre- 
sented the position of the National 
Board, Inland Marine Underwriters 
Assn. and Assn. of Casualty & Surety 
Companies on Thursday, and this was 
an eagerly awaited talk because the 
contents were not well known in ad- 
vance. Nearly every other organization 
is rather thoroughly on record and 
what was expected from them was a 
better and stronger repetition of their 
arguments. 

Mr. Johnson spoke in support of no 
prior approval, a position also favored 
by National Assn. of Independent In- 
surers, Ins. Co. of North America and 
National Assn. of Insurance Brokers. 
Support for the U. S. government ap- 
proach to no prior approval was 
offered in a letter from Donald P. Mc- 
Hugh, counsel of the Kefauver sub- 
committee on anti-trust and monopoly, 
who included a copy of the Kefauver 

(CONTINUED ON PAGE 23) 








Commissioners on hand at Chicago last week for the hearing of the Gerber 
subcommittee on prior approval of rates. From left, Smith of Pennsylvania; 
Blackford of Michigan; Rinehart of Alabama; Musser of Oregon; Gerber of IIli- 
nois; Leggett of Missouri, and Strain of Texas. Picture by Harry H. Fuller, 
midwest manager of the National Bureau. 
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HeNATIONAL UNDERWRITER 


Two Organization Leaders Tell Why 
They Favor No Prior Approval Law 


The reasons why National Board, Assn. of Casualty & Surety Companies, 
Inland Marine Underwriters Assn., and National Assn. of Independent Insurers 
favor adoption of a new fire and casualty rating law to provide for use of 
filings without prior approval of insurance departments were ably outlined 
by leaders of these organizations at the Gerber subcommittee hearing in Chi- 
cago last week that was devoted to the sole question of “‘prior approval.” 
Summaries of the statements presented by H. Clay Johnson and Fenton A. S. 
Gentry are given below, followed in each case by details of the questions 


asked the speakers and their replies. 


H. Clay Johnson 


H. Clay Johnson, executive vice- 
president and general counsel Royal- 
Globe group and 
chairman of the 
joint committee 
representing Assn. 
of Casualty & 
Surety Companies, 
Inland Marine Un- 
derwriters Assn. 
andNational 
Board, presented 
to the Gerber sub- 
committee last 
week in Chicago 
the position of 
these organizations 
on prior approval of rate filings. 

A model rate bill has been submitted 
by these organizations, but because the 
subcommittee was devoting its atten- 
tion only to the issue of prior ap- 
proval, Mr. Johnson did not go into 
the details of the bill, although he re- 
marked that the issue of prior ap- 
proval can only be brought into focus 
in the light of certain other major 
provisions of a rate regulatory law. 


H. Clay Johnson 


Eliminates Prior Approval 


The joint committee bill eliminates 
prior approval of rate filings, provid- 
ing for subsequent disapproval subject 
to certain restrictions permitting filed 
rates to remain effective at least for a 
stated period. Mr. Johnson said that 
this is not a new position for his or- 
ganizations. It is the stand they took 
in 1945 when general rate regulatory 
patterns were being considered follow- 
ing enactment of the McCarran act. 
Nor is it a new pattern of regulation, 
because it is already in effect for both 
fire and casualty insurance in Califor- 
nia, Delaware, Maine and Massachu- 
setts and for casualty in District of 
Columbia, Idaho, Missouri, Ohio and 
Wyoming. 

In 1945 the companies he represents 
were convinced that other types of 
regulation less rigid than prior ap- 
proval would comply with the McCar- 
ran act, and in a presentation before 
NAIC at that time the associations 
supported an immediate use bill of the 
same type now being recommended, 
although at that time it was called a 
subsequent disapproval bill. 

This view did not prevail, Mr. John- 
son said, and the decision went for 
affirmative regulation under a com- 
promise proposal which, in the all- 
industry, bill, prohibits filings from 
becoming effective for a. stipulated 
time during which the commissioner 
must review them and approve or 
disapprove. If the commissioner takes 
no action the filing becomes effective 
at the end of the waiting period. 

Since enactment of the all-industry 
laws, Mr. Johnson said several cases in 
the Supreme Court have made it clear 
that the McCarran act gives the states 
wide latitude in determining methods 
of regulation. “No one would seriously 





contend today that only state-promul- 
gated or state-approved rates consti- 
tute regulation within the meaning of 
the McCarran act,” he said. 

Apart from the legal aspects, Mr. 
Johnson observed that there is a com- 
petitive market in the major lines of 
insurance “far beyond the expecta- 
tions” of 15 years ago, and it may be 
anticipated that this competition will 
spread. 

“It has been said many times that 
competition is the only true regulator 
of rates, and if this is so, then we 
should not need today the same degree 
of regulation which may have seemed 
appropriate immediately after the en- 
actment of the McCarran act. Indeed, 
the entire concept of regulating price 
in an intensely competitive business 
may be unsound and impractical. The 
insurance business is no monopoly. 
Unlike a public utility, it enjoys no 
exclusive franchise nor is it guaranteed 
a fair return on its invested capital.” 

In the case of every other industry 
coming under public regulation, Mr. 

(CONTINUED ON PAGE 38) 
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EXPERIENCE, STABILITY, TRADITION . 


Fenton A. S. Gentry 


Despite the fact that the position of 
National Assn. of Independent Insurers 
on the issue of 
prior approval is 
well known, a star 
performer at the 
hearing last week 
in Chicago of the 
Gerber subcom- 
mittee was Fenton 
A. S. Gentry, NAII 
president and pres- 
ident of Southern 
Fire & Casualty of 
Knoxville. Mr. 
Gentry’s statement 
on behalf of NAII 
drew a number of admiring comments 
from those attending, and his answers 
to the questions put to him by the 
commissioners were scholarly, ex- 
haustive and unequivocal. 

The procedure of prior review origi- 
nates in public utility regulation, Mr. 
Gentry declared. That is a monopoly 
field and strict administrative control 
over rates and other areas of operation 
is necessary to protect the public in- 
terests against unreasonable rates or 
unfair discrimination. 

He called attention to what is going 
on in the common carrier field, where 
railroads once had a virtual monopoly 
but have, by reason of competition 
from outside, been increasing their 
requests for relaxation of strict rate 
controls exercised by the ICC, with 





F. A. S. Gentry 


Deductible 
Fire 


A one-policy, single 
premium contract—simple 

to understand and to sell— 
covering all real and personal 
property, U&O, plus fringe cover- 

ages, on an all-risk, replace- 

ment cost, or insurable 
value basis. 





.. these are the basic ingredients of 


Excess Underwriters’ eminence in every form of excess and specialty cover. 
The many leading producers we now serve have found that these outstand- 
ing qualities have become a part of their own brokerage story! It will pay 


you to bring your next risk to Excess. 


EXCESS UNDERWRITERS, we. @ 


175 West Jackson Bivd. e Chicago e 


Webster 9-5535 





February 17, 196] 


more emphasis on competition as qa 
regulator. 

The all-industry laws employ a prior 
review type of regulation. They are so 
framed as to thrust on the commis- 
sioner’s shoulders the onus of personal 
responsibility for each rate to be al- 
lowed to become operative. Most de- 
partments have felt impelled to at- 
tempt an advance review of each fil- 
ing, from the most perfunctory to 
the most important. 

“Once a procedure has become as 
firmly lodged an administrative habit 
as this one, there is a natural tendency 
to look upon it as indispensable,” Mr. 
Gentry observed. “But the growing de- 
mands which today’s insurance world 
places on the state regulatory system, 
plus the recent criticism of that system 
emanating from the federal sector, 
make it imperative that this proced- 
ure be evaluated objectively and real- 
istically.” 


Most Not Equipped 


NAII’s analysis of the problem leads 
to the conclusion that the majority of 
departments are not equipped to per- 
form the complicated and burdensome 
administrative procedures called for by 
the prior review type of rating law, 
and that even if they could be equipped 
to do so it would not be economically 
justifiable because a modest staff 
under a subsequent review system 
could provide better regulation than a 
large staff under a prior review sys- 
tem. 

Commenting on the tremendous 
amount of paper work involved in a 
prior approval operation, Mr. Gentry 
said the pressures involved in some 
cases made the quality of review 
“purely superficial.” This defeats the 
— of prior regulation, he pointed 
out. 

In other instances action on filings 
has been inordinately delayed, pre- 
venting insurers from _ responding 
promptly to changing conditions, “and 
has sometimes placed them in a pre- 
carious financial position.” 

In other cases, supervisors have 
sought to force all filings into a single 
uniform pattern, but Mr. Gentry said 





this is contrary to the intent of the 
McCarran act. 


Must Modernize Process 


The only adequate solution, he de- 
clared, is to modernize the regulatory 
process. “The basic question your com- 
mittee must answer is whether neces- 
sity demands that each small detail of 
each proposed move by each of the 
thousands of members of our complex 
and highly competitive business must 
run a laborious administrative gauntlet 
before it may enter the market place. 
We do not think so.” 

Mr. Gentry said the NAII bill has 
five points of merit from a commis- 
sioners’ standpoint: 

1. He is relieved of the burden of 
attempting to process hundreds of 


filings and accompanying data under 
severe pressure of time. 


2. He is relieved of the onus of ex- | 


pressed or implied approval of each | 


rate change. 


3. He is given powers he can dis- 
charge as he elects, instead of being 
saddled with routine duties which 
must be performed at the time each 
and every filing is made. 

4. He is enabled to devote study to 
all phases of the broad regulatory 
picture, including loss trends, economic 
cycles and the general competitive 
climate. 

5. He can better concentrate his 
staff resources on matters which de- 
serve primary attention, both as to 

(CONTINUED ON PAGE 17) 
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eadership 

in Action: 
Insurance 
Advertising Gains 


In the past year (1960 vs. 1959), Loox 
cained more pages of insurance advertising 
than any other magazine in America... 
and virtually as many pages as Life and 
The Saturday Evening Post combined. 


Insurance Advertising 
Page Gains 
1960 vs. 1959 
Look 36.67 
Post 95.83 
Life 13.74 


More and more, advertisers and readers 
alike are responding to the vital force of 
Loox’s exciting story of people...are turn- 
ing to Loox for leadership. 
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Ins. Co. of North America favors 
adoption of the Kefauver bill for rate 
regulation as the best substitute for 
the all-industry laws with their prior 
approval provision, the Gerber sub- 
committee of NAIC was told by W. 
Perry Epes, associate counsel of North 
America, at a hearing in Chicago last 
week on the question of prior approval. 

Prior approval of rate filings is cum- 
bersome, it interferes with free com- 
petition and curbs innovation, Mr. Epes 
declared. It burdens the insurance 
departments with clerical detail at the 
expense of more important functions. 
It does not prevent insolvencies, as 
shown by the experience of Texas and 
California. Texas has strict control and 
numerous insolvencies while Califor- 
nia has a flexible law and no insolven- 
cies. Prior approval requires a techni- 
cal staff which devotes its energies to 
unimportant matters and _ requires 
needlessly strict domination of the 
rating process by the commissioner. 
It exposes the commissioner to pres- 


HeNATIONAL UNDERWRITER 


North America Backs Kefauver Bill As Best 
Of Suggested Revisions Of Rate Regulation 


sures from public officials and private 
sources not to approve rate increases, 
however merited, and throws the 
blame and abuse on him, not the 
companies, when an increase is granted. 
It is a system not well adapted to the 
insurance business where there is no 
natural monopoly as in the utility 
field. It puts companies at a disadvan- 
tage in competing with non-admitted 
insurers by depriving it of the com- 
petitive freedom it needs to meet this 
competition. 

There is wide support in the busi- 
ness for elimination of prior approval, 
Mr. Epes said, beginning with the 
NAII bill last May. The National 
Board, Assn. of Casualty & Surety 
Companies and the IMUA agree that 
a no prior approval statute is best. 
These organizations have submitted 
their bill. North America likes the 
Kefauver bill as the best of the mea- 
sures offered by others which North 
America has had a chance to review. 
The Kefauver bill provides for immedi- 


ate use, giving freer play to individual 
initiative and allowing competition to 
be the chief arbiter of rates. 

Mr. Epes expressed no fears that the 
absence of prior approval would result 
in rate wars, open or unregulated com- 
petition, chaos or the like. Provisions 
in the suggested substitute bills set 
up statutory standards requiring rates 
to be adequate, non-excessive and not 
unfairly discriminatory; provide a 
mechanism for the commissioner to 
investigate and to enforce the stand- 
ards, and offer a more effective 
means of dealing with unreasonable 
rate levels since they do not burden 
him and his staff with the unnecessary 
clerical detail involved in prior review 
of every routine filing. 


Mention Rate War 


In fact, some of those favoring prior 
approval because of the dire results 
that will occur otherwise, refer to a 
rate war now said to be going on in 
the package policy field. “In other 
words, what the proponents of prior 
approval predict would happen, should 
prior approval be eliminated, already 
has happened, in their view, under 
the present prior review laws and the 

(CONTINUED ON PAGE 33) 
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U&O? 


Manufacturers . . . distributors . . . retailers... warehouses . . . serv- 
ice industries . . . from small proprietorships to large corporations 
... Valued Use & Occupancy coverage protects every size and kind 


of business. 


It provides the assurance that income will continue, even in the 
face of damage or destruction of business property . . . and with 
possible tax savings over standard forms of Business Interruption 


coverage. 


Valued U&O is a versatile and flexible 
cover. It can be tailored to the specific 
needs of your assured or prospect .. . 
and we have the broad experience to 
do this “tailor-ing” job, for you. Call 
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Employers Mut. Cas, 
Has Excellent Report 


Employers Mutual Casualty of Des 
Moines showed underwriting profits 
of $716,222 and investment profits of 
$1,405,808 in 1960. Premiums written 
were $41,373,835, a 3% _ increase, 
Emcasco, the direct-billing subsidiary, 
wrote $429,590 in its first full year of 
operation. 

Surplus of Employers Mutual Casual- 
ty increased $559,440 to a new high of 
$13,848,477. Assets at year end exceed- 
ed $55 million. The company this year 
is celebrating its 50th anniversary. 


Home Votes Dividend 


At their regular meeting this week, 
directors of Home declared a special 
10% stock dividend, payable April 5 
to holders of record Feb. 24. Home’s 
current annual dividend of $2.20 per 
share remains unchanged. 


Chicago A&H Assn. Hears 
IAHU President Stoakes 


On Business Insurance 


The importance of business coverage 
in the insurance industry will continue 
to grow, mainly because of the tax 
situation, F. Kenneth Stoakes, presi- 
dent of International Assn. of Health 
Underwriters, said at the February 
meeting of the Chicago association. 

Mr. Stoakes, general agent at Los 
Angeles for Loyal Protective, traced 
the steps of selling business insurance 
to a partnership or closed corporation. 
A working agreement among part- 
ners must be arranged first so that 
work conditions are spelled out. The 
agent should then draw up a buy-and- 
sell agreement to provide for perpetu- 
ating the business after death or dis- 
ability removes one of the partners 
from the picture. 

If the agent has produced a buy- 
and-sell agreement based on life in- 
surance, he must go back and get dis- 
ability into the contract, since disa- 
bility can disrupt a partnership just 
as surely as death, Mr. Stoakes said. 

As a sales tip, he advised agents to 
quote percentages instead of dollars to 
the prospect. “Four percent sounds 
darn cheap to him. You’d be surprised 
how many 20-pay life contracts are 
sold on percentages,” he said. 


Twin City Casualty Men To Meet 


Eugene C. Arnold, inspector for the 
Hennepin County sheriff’s department, 
will speak at the Feb. 21 meeting of 
Twin City Casualty Insurance Under- 
writers Assn. at St. Paul. His talk is en- 
titled, “We Don’t Need Police Pro- 
tection, We Have Insurance.” 


Insurance Federation of New York 
will hold its annual cocktail party for 
legislators and others at the Sheraton- 
Ten Eyck, Albany, Feb. 21. 


LAW TRAINING 


— at Home — 
for Insurance People 


You can acquire Law at home, eae in program 
related to insurance—Law of Contracts; Quasi Con- 
tracts; Agency; Torts; Domestic Relations; Personal 
Property and Bailments; Negotiable Instruments; 
Guaranty and Surety; Insurance—or complete train- 
ing leading to LL.B. Degree. Advance step by step in 
= time with help of licensed attorney instructors. 

ull 14-volume Law library included. Low cost— 
easy terms. Free valuable booklets “Law Training for 
Leadership” and “Evidence” tell complete story. 
Write today, no obligation. 

Accredited Member, National Home Study Council 

LASALLE EXTENSION UNIVERSITY, 417 South Dearborn Street 
A Correspondence institution Dept. L856 Chicago 5, lll. 
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Retention of the prior approval pro- 
vision in the rating laws was advocated 
by National Assn. of Insurance Agents 
at the hearing in Chicago last week of 
the Gerber subcommittee by its repre- 
sentative, George S. Hanson, general 
counsel. 

The all-industry bills have served 
the public and the business extremely 
well, Mr. Hanson said. Some states, 
for geographic or economic require- 
ments of their own, have not followed 
the all-industry pattern. However, it 
is far different for a recommendation 
to come from NAIC, which if adopted 
on a broad basis, would in the opinion 
of the agents “create chaotic conditions 
in the insurance business.” 

Mr. Hanson said NAIA opposes any 
recommendation from the subcom- 
mittee for elimination of prior appro- 
val of rates. This, he said, “would 
provoke ruinous competitive rate wars 
and would not be in the best interests 
of the public, the agents, or the in- 
surance industry as a whole. We believe 
that the public interest and the sol- 
vency of the industry as a whole neces- 
sitates prior review by a commissioner 
of the reasonableness and compliance 
of rate filings by state law.” 


Public Interest Involved 


If the commissioner can’t review a 
rate before it takes effect, Mr. Hanson 
said, the rights of the public and the 
industry will not be suitably protected. 
The public interest involved, he added, 
is obvious. When a rate is charged 
which thousands of citizens will have 
to pay, “why should not the commis- 
sioner, as a representative of the pub- 
lic, have the opportunity and duty to 
review it before the rate takes effect?” 

The greatest concern of agents over 
ano prior approval law is the encour- 
agement of rate wars. Mr. Hanson 
said that a dog eat dog competition will 
be a turning back of the clock. It will 
produce insolvencies, especially of the 
smaller companies, or mergers that will 
tend toward a monopoly, the very 
result that the Senate subcommittee 
would wish to avoid. 

The agents are well qualified to 
speak on the ability of the all-industry 
pattern to to provide for competition, 
Mr. Hanson said. Competition has been 
intensified in recent years and con- 
tinues to increase. No new rating 
philosophy is needed to provide for 
that. The independent agents are pre- 
pared to meet orderly and responsible 
competition because they believe their 
products and services are superior. 
Even so, many agencies have been 
sold or merged. If no prior approval 
becomes the widespread pattern, many 
more mergers and sales will take place 
“because only the largest agencies can 
meet the destructive competition which 
would be the new pattern.” 


Changes Numerous 


In recent years, changes in coverage 
and in manual rates and rules have 
been numerous, even though the ma- 
jority of companies in an independent 
agency have attempted to preserve an 
orderly competitive atmosphere. If 
widespread no prior approval becomes 
the pattern, Mr. Hanson said he does 
not see how an orderly competitive 
atmosphere can continue. “If any com- 
pany can file and immediately use any 
rate and any form, other companies 
will find it necessary to meet that 
competition, even though they may 
feel that it will not be to the long 
term best interest of the company, the 
public or the industry as a whole. The 
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| Agents Want Prior Approval Retained, 
Fear Chaos Without It, Gerber Unit Told 


violent fluctuations in rate and cover- 
age which could ensue would put the 
agent in an impossible situation. Does 
it not follow that public acceptance and 
public confidence in the insurance in- 
dustry would, to say the least, suffer or 
be destroyed?” 

How were these views of the agent 
ascertained? Blackford of Michigan 
asked Mr. Hanson. He asked, he ex- 


plained, because he has never heard 
an agent express an opinion on the 
subject. 

By democratic process through the 
directors and the executive committee, 
Mr. Hanson answered. The state direc- 
tors advise the executive committee as 
to the position NAIA is to take. States 
may act individually as they wish in 
their own area. 

Does NAIA feel that a no prior ap- 
proval law would effect agents’ earn- 
ings? Mr. Gerber asked. 

Mr. Hanson said there is a very 
definite feeling on that score on ac- 
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count of downward pressure on rates 
from competition which would cause 
cuts in expenses and rates of com- 
mission. This could put many agents 
out of business. There is already some 
of this going on today, but with inten- 
sive competition it could get out of 
hand. 

Mr. Gerber wondered if NAIA had 
had expressions from its member state 
associations on the prior approval 
question. From many, Mr. Hanson said, 
and the overwhelming majority are 
opposed to the elimination of prior ap- 
proval. 























Member Companies Et. 

THE CONTINENTAL INSURANCE COMPANY | 
FIREMEN’S INSURANCE COMPANY OF NEWARK, NEW JERSEY 
FIDELITY-PHENIX INSURANCE COMPANY 
NIAGARA FIRE INSURANCE COMPANY 
THE FIDELITY AND CASUALTY COMPANY OF NEW YORK 
NATIONAL-BEN FRANKLIN INSURANCE COMPANY OF PITTSBURGH, PA. 
MILWAUKEE INSURANCE COMPANY OF MILWAUKEE, WIS. 
COMMERCIAL INSURANCE COMPANY OF NEWARK, N. J. 

THE YORKSHIRE INSURANCE COMPANY OF NEW YORK 

SEABOARD FIRE & MARINE INSURANCE COMPANY 

NIAGARA INSURANCE COMPANY (BERMUDA) LIMITED 


ROYAL GENERAL INSURANCE COMPANY OF CANADA 
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AFIA Increases Its 


Underwriting Gain 
On 1960 Business 


During 1960 American Foreign In- 
surance Assn. wrote $41,425,416 in 
- ogereree Premiums, a slight 

a decrease from 
1959. The under- 
writing gain was 
$3,492,749, com- 
pared with $1,673,- 
302 for 1959. After 
deducting ex- 
change losses, in- 
vestment and real 
estate expenses, 
and foreign income 





taxes, and after 
James O. Nichols adding income 
from real estate 


and interests, net profit was $1,964,663. 

Despite continued tightening of ex- 
change controls and imposition of re- 
strictions on transfer of profits and 
surplus funds, AFIA received remit- 
tances at the New York head office 
during the fiscal year of $4,316,000. 
The exchange loss was $1,328,621, 
due mainly to the devaluation of the 
Philippine peso, which cost the organ- 
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ization $1,069,000, and of the Brazilian 
cruzeiro, which cost $244,000. 

Fire and allied premiums increased 
3% to $14,932,867. The underwriting 
profit was $1,589,042, down $473,184 
from the year before. A significant 
market trend is for some of the larger 
American overseas accounts to be 
placed with underwriters abroad rath- 
er than in the U.S. market, President 
James O. Nichols stated. Conditions 
abroad indicate a continuation of this 
trend, which is harmful to foreign in- 
surers admitted overseas. Also, the 
£44 million fire loss in the United 
Kingdom in 1960 was a record high 
for peace time. However, AFIA was 
only slightly involved in the Chilean 
earthquakes and in the areas dam- 
aged by tidal waves in Japan, Okin- 
awa, and Hawaii. 

Marine premiums were up 4.14% to 
$8,659,266 and produced an underwrit- 
ing profit of $169,423, compared with 
a loss of $131,759 in 1959. The premi- 
ums were divided 70-30 cargo and hull. 
The major portion of this business 
represents the growth of AFIA’s Lon- 
don operations. 

Casualty premiums of $17,833,283 
were down 2.59%, largely as the re- 
sult of weeding out unprofitable treaty 
and other accounts. Underwriting prof- 
it was $1,734,284, compared with a 
loss of $257,165. Production of lines 
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other than auto and workmen’s com- 
pensation expanded. Mr. Nichols stated 
that much is yet to be done to main- 
tain a profit position in casualty and 
at the same time maintain a sound 
but steady growth. 


Fidelity And Surety 


Fidelity and surety premiums went 
up 26% to $726,240. Burglary, theft 
and all risk coverages produced $647,- 
868. These classes, which are included 
in the casualty report, produced $641,- 
308 in underwriting profit. Mr. Nich- 
ols expects a 1961 increase in the lines. 

AFIA maintains 311 incoming rein- 
surance treaties with companies in 
45 countries. On these it had $6,067,628 
of fire premiums, $1,443,693 of marine, 
and $93,610 of casualty, for a total of 
$8,004,931 with a combined expense 
and incurred loss ratio of 81. Fire and 
casualty reinsurance results for the 
year were profitable but marine was 
not. 

Net premiums for the U.S. broker- 
age department and the U.S. branch 
offices were $4,937,231. This division 
of the organization also directs busi- 
ness to foreign branches of AFIA and 
is of considerable assistance to Amer- 
ican brokers serving American ac- 
counts abroad, Mr. Nichols reported. 
Steps are being taken to meet the 
challenge of growing competition for 
American business overseas. 

AFIA has eight overseas insurers 
and six service companies in Argen- 
tina, Brazil, Chile, Colombia, France, 
India, Italy, Mexico and Venezuela. 
For the year ended June 30, 1960, pre- 
miums of these facilities were $1,710,- 
220, against $1,147,408 the year before. 
Book value of the 14 national com- 
panies was $923,714, compared with 
$803,743. 


Egyptian Operation Closed 


During the year AFIA closed out its 
Egyption operation. 

Mr. Nichols reported that private 
American foreign investments over- 
seas total nearly $30 billion, according 
to the latest available figures. About 
half of this investment is in Canada, 
Great Britain, and in Europe. A good 
part of the remainder is in Australia, 
Japan, and the Philippines, with al- 
most one-third in Latin America. 

AFIA has made an_ underwriting 
profit in each of the past 33 years, Mr. 
Nichols observed, and it is its objec- 
tive to continue to earn one. 


Glens Falls-K.C.F.6M. 


Exchange Consummated 

More than 80% of the outstanding 
shares of Kansas City F.&M. stock has 
been tendered in exchange for shares 
of Glens Falls under the exchange of- 
fer made Jan. 10, according to City 
National Bank & Trust Co., Kansas 
City, which is acting as exchange 
agent. 

In announcing that the exchange 
offer had become effective, George D. 
Mead, president Glens Falls, stated 
that Morton T. Jones, president Kansas 
City F.&M., will be nominated for 
election as a director of Glens Falls at 
the annual meeting in March. He said 
plans contemplate operation of Kansas 
City F.&M. as a separate company 
at its present office in Kansas City. 
Its staff will be retained and aug- 
mented as it continues to grow. 


Lewis Retires 


Dwight F. Lewis, special agent of 
Hartford Fire at Springfield, Mo., has 
retired. He was a special agent in 
Iowa and Tennessee and a staff ad- 
juster at Columbus, O., before going 
to Missouri in 1948. 
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Atlantic Mutual To 
Plug Agents In New 
Co-op Ad Program 


Atlantic Mutual is launching a sus- 
tained cooperative advertising pro- 
gram with its agents. Miles F. York, 
president, said that to the best of 
his knowledge this is the first time a 
company operating under the agency 
system has utilized such an approach 
on a continuing basis. 

The series of seven ads, each 130 
lines on three columns, will begin ap- 
pearing Feb. 28 in more than 90 daily 
newspapers throughout the U.S. 

While the company signature will 
appear in the ads, Mr. York said that 
all the emphasis will be on the in- 
dependent agent. Agents may appear 
in listings in each ad, with Atlantic 
paying the full cost of the ad and shar- 
ing the cost of each agent’s listing. 

The advertisements will stress the 
strongest sales arguments for buying 
insurance through independent agents, 
Mr. York stated. Among the themes to 
be stressed in the ads are these ad- 
vantages of an independent agent: 

1. He represents several companies 
and is therefore free to recommend 
the best coverage and company. 

2. He is not an insurance company 
employe. 

3. He is a_ professional 
specialist. 

4. He is a local business man, avail- 
able day and night to serve. 

5. He keeps protection up to date. 

6. He helps in the prompt, fair set- 
tlement of claims. 

The following statement will appear 
above the agents’ listing: 

“The agents below represent not 
only Atlantic Mutual but also many 
other well-known insurance compa- 
nies. Because these men are _ inde- 
pendent, they will provide you with 
the best professional advice and serv- 
ice when you buy car, home, or busi- 
ness insurance and when you 
have a claim.” 

Mr. York also noted that seven col- 
orful direct mail pieces related to the 
advertisements will be available to 
agents at cost. They provide space for 
surprinting the agent’s name and ad- 
dress and do not contain any mention 
of the company. The agency signature 
will be printed by the company on 
these mailing pieces at cost. 
Snowden Joins Barney Agency 

E. A. Snowden has joined the War- 
ren R. Barney general agency of Kear- 
ney, Neb. He has been with National 
Union in Illinois as state agent. 
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Insured Pays Premium By Credit On 
Agent's Debt; Court Rules ‘No Policy’ 


Instead of paying the premium for 
a fire policy, insured credited the 
agent the amount of premium against 
a debt the agent owed insured. There 
was a loss under the policy and the 
insurer denied liability. The lower 
court found for insured, but the Spring- 
field, Mo., court of appeals reversed. 
10CCH (Fire & Casualty) 625. 

Hutcheson & Co., a furniture store, 
was insured, and Providence Wash- 
ington the insurer. Beaman was the 
agent, at Bolivar, Mo. He represented 
a number of companies, including 
Providence Washington. The agree- 
ment with the latter empowered him 
to receive and accept proposals for in- 
surance, to collect and receipt for pre- 
miums, and to retain his commissions 
from collected premiums. He was re- 
quired to render a monthly account 
of amounts due the insurer and remit 
within 45 days after the month for 
which the account was rendered. 

On Feb. 11, 1955, Beaman counter- 
signed and delivered to the furniture 
store a fire policy on the contents of 
the store. Insured was willing to pay 
and offered to pay the premium. But 
Beaman personally owed the store 
$746, and it was agreed between them 
that the premium, $79, would be cred- 
ited to Beaman’s account. 


Agency Taken Over 


Subsequently, the insurers found 
that the Beaman agency was in fi- 
nancial difficulties. On March 11, L. 
B. Gribble, agent of one of the compa- 
nies involved, took an assignment from 
Beaman of all Beaman’s expiration 


records, as trustee for all of the 
companies licensed in the Beaman 
agency. 


The plan was to sell the expirations 
and apply the proceeds to pay what 
Beaman owed his companies. If this 
turned out to be insufficient, no re- 
course was to be had on Beaman. The 
assignment listed indebtedness of $16,- 
244, $319 to Providence Washington. 
The latter figure included the $79 item 
but the list did not indicate this. 

Gribble contracted to sell the ex- 
pirations to Saxton for $15,000, to be 
paid $5,000 down and the balance in 
percentages of premium collected. (The 
amount subsequently paid was less 
than half of $15,000 because on audit 
it was found that a considerable num- 
ber of Beaman’s supposed policies were 
fictitious.) 

The assignment provided that Sax- 
ton would not be liable for return of 
any commissions. On April 4, 1955, 
Gribble notified all the companies, 
about the transaction. His letter en- 
closed a copy of the assignment and 
bill of sale to Saxton, called for receipt 
of all company accounts, and asked 
acknowledgment of the agreement. By 
letter Providence Washington notified 
Gribble that “we are satisfied with the 
arrangements as outlined. You may 
accept this as evidence of our agree- 
ment. As soon as possible we will for- 
ward to you a statement of accounts 
for this agency through March 31, 
1955.” 


Policy Cancelled 


On March 31, 1955, Providence 
Washington sent Hutcheson & Co. a 
formal notice of cancellation, to take 
effect April 5. On April 2 Hutcheson 
acknowledged receipt of the notice 
but wrote: “I think that we are entitled 
to know what the reason is, because 
we made settlement with Mr. Beaman 
for this policy.” Providence Washing- 


ton replied April 4 that the premium 
had not been paid in cash or by 
check but by the store’s credit of Bea- 
man’s personal account, and since such 
transfer of account did not constitute 
payment under the policy it was can- 
celled for nonpayment of premium. 
On May 17, the insurer wrote Grib- 
ble that the items had been verified 


and the Hutcheson account should be 
deleted. This was done, and in the 
final disbursal of the Beaman agency 
funds Providence Washington did not 
receive a pro rata portion representing 
the Hutcheson premium. 

The fire occurred Dec. 26, 1955. 

The appeals court ruled that an 
agent, though authorized to collect 
premiums, has no apparent authority 
to accept merchandise or anything 
other than the equivalent of money. 
He cannot cancel personal indebted- 
ness in this way. The reasoning of 
Missouri and other state courts is that 
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the insurance business is a cash busi- 
ness and that the agent has authority 
to act “only in the way usual to his 
line of business.’”’ Any transaction out- 
side this line of business by which a 
third party obtains a contract or other 
benefit from the principal is a fraud 
on the company, even though the third 
party intended no wrong. 

The court said it believed that be- 
cause insured, in engaging with the 
agent to do that which was beyond his 
actual and apparent authority, and 
which was actually antagonistic to the 

(CONTINUED ON PAGE 30) 
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Zero in now on the Homeowners market in your 


Results show that Homeowners production is 
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records across the nation. Moreover, prospect- 
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110 William St., New York 38. 
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Michigan Governor 
Submits Plan To Abolish 


Insurance Department 

LANSING—Implementing his initial 
message to the Michigan legislature, 
Gov. Swainson has submitted ex- 
ecutive reorganization proposals to 
merge the insurance department with 
the banking department and corpora- 
tion and securities commission. 

The proposal, under a unique Mich- 
igan law, will become effective next 
Jan. 1 unless the legislature, through 
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disapproval of either house, blocks the 
plan within 60 days. The plan affect- 
ing the insurance department is only 
one of seven executive reorganization 
proposals which the governor submitted 
and which, he says, were “initiated, 
reviewed and recommended” by the 
Advisory Committee on Reorganization 
of State Government, a citizens’ group. 

The three supervisory agencies con- 
solidated into a new “department of 
corporations and financial institutions” 
would be placed under a single direc- 
tor. The office of insurance commis- 
sioner would be abolished, along with 


the department as such, all of the 
powers and functions of the present 
department and commissioner being 
transferred to the new director. 

The director would be authorized to 
appoint “a deputy or deputies and may 
revoke such appointments at his pleas- 
ure.” He further would be empow- 
ered to appoint special deputies on oc- 
casion to conduct administrative hear- 
ings and “make determinations in lieu 
of such hearings ... .” 

The director, his deputies, and ex- 
aminers or investigators all would be 
duly bonded. 


depends on — 
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NOW your figures can be processed more efficiently and economically than by 
any other method at the mew R & S COMPUTER CENTER. 

A large scale COMPUTER and punched card facilities have been combined 
in an entirely new concept, utilizing the best of both in producing—more 
and better information faster. 

Proven by intensive use, this unbeatable combination integrates with your 
present methods, requires no change in internal systems, increase in personnel, 
or investment in additional equipment. MOST IMPORTANT, you get more 


NATION-WIDE SERVICE 


RECORDING & STATISTICAL CORPORATION 





and better information faster. 

This new, combined service is so flexible, any way you choose to use it, it 
works out to YOUR ADVANTAGE. You and your staff are invited to visit 
the CENTER by appointment, to see the actual operation. Or, write Dept. N 
for our folder, “Costs vs Benefits.” 
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100 SIXTH AVENUE « NEW YORK 13, N. Y. ¢ WOrth 6-2700 
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Minn. Information Group 
Inaugurates TV Series 
On Insurance History 


Minnesota Insurance Information 
Center has inaugurated a series of 13 
weekly half-hour TV programs on the 
history and operation of the insurance 
industry, using KTCA-TV, Minneap- 
olis-St. Paul education station. Entitled 
“What Are the Odds,” the series con- 
tinues through May 11. 

In charge of the venture is Robert 
P. Provost, executive director MIIC. 
Kenneth Wunsch, public relations di- 
rector Northwestern National Life, is 
writing the scripts, and Donald O’Bri- 
en, a local TV “personality,” will act 
as master of ceremonies. 

Minnesota Insurance Information 
Center is a cooperative organization 
to which all of the more than 80 in- 
surance companies headquartered in 
the state are eligible for membership. 
At present, more than 30 companies 
are actively supporting the center, 
which is now starting its third year. 

F. F. Rondeau, president Mutual 
Service companies, was succeeded as 
MIIC president by John S. Pillsbury 
Jr., president Northwestern National 
Life, at the annual meeting this month. 

Other newly elected officers are 
vice-presidents: W. J. Ruppert, vice- 
president Minnesota Mutual Life; 
Charles Buxton, president Federated 
Mutual; and R. M. Hubbs, executive 
vice-president St. Paul F.&M. Re- 
elected secretary-treasurer was R. B. 
Purcell, secretary Anchor Casualty. 

“The MIIC television series is dif- 
ferent in that it does not attempt to 
explain the development and operation 
of the insurance industry by either 
the lecture or panel method,” Mr. Pro- 
vost stated. “Rather, it attempts to tell 
the story of the industry in a lightly- 
phrased, non-technical, conversational 
style which the layman can readily 
understand, and with a degree of visual 
illustration designed to capture and 
maintain his interest.” 

Each half-hour program is being vi- 
deotaped and will subsequently be 
transferred to 16mm _ sound film for 
later use in educational activities with 
schools and other groups. 


Cal. Surplus Line Assn. 


Names New Officers 


Harold J. Toso, president of Sayre 
& Toso, San Francisco, was named 
chairman of Surplus Line Assn. of 
California at dual annual meetings 
held in that city and Los Angeles. 
Edmund A. Tindell, vice-president Ap- 
pleton & Cox of California, was named 
secretary-treasurer. 


Stevedoring Interests In 


Move To Form New Insurer 


Notice of intention to form World- 
Wide Ins. Co. has been published in 
New York by persons identified with 
stevedoring operations. The company, 
with a proposed initial capital of $300,- 
000, would write workmen’s compensa- 
tion and employer’s liability and would 
have its head office in New York City. 
Incorporators live in Canada, Maine, 
Massachusetts, New York, and New 
Jersey. 


Space Talk Set For Feb. 20 

Southern California-Arizona chapter 
of Society of Fire Protection Engineers 
will hear Kenneth R. Eppele, technical 
director Wylie Laboratories, Los An- 
geles, discuss “Tests Involved in Mis- 
sile Space Programs” at the Feb. 20 
meeting. 
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ARE YOU FAMILIAR WITH 


\poneat Americans “Plans 
& FOR CAREFUL DRIVERS? 


¢ Both provide the broad protection of the Family Automobile Policy 


¢« Both reward careful drivers with lower rates— with no demerit 
rating for accidents or convictions. 





Features six month automatic renewal policy ... the new, stream- 
lined way to write automobile insurance. 


The e Provides lower rates, in ad- ¢ On the spot delivery of policy 
S E L E C T D R | V E R vance, for drivers who qualify saves time and expense 
PLAN’ e Eliminates renewal collection ¢ Simplified processing relieves 
and other non-productive ex- producer of details—permits 
penses more time for selling all lines 





The more traditional way to write automobile insurance. 


Th e ¢ Grants rate credit for one year 
accident-free driving record , gimp] cans’ . 
ae ple, abbreviated applica- 
GREAT AMERICAN —on new and renewal policies penton — of the in- 
* sured require 
A UTO P LA N ¢ Easy to sell—easy to rate—easy 
to process 









*These plans not yet available in every state. 


GREAT AMERICAN 


INSURANCE COMPANIES 
GREAT AMERICAN + AMERICAN NATIONAL FIRE 






| } 
| Great American Group | 
Ynsurance Companies, 


New Yo 


\ > 










tk | 
P. 





FIRE «+ MARINE «© AUTOMOBILE + CASUALTY + SURETY 


4 TF nn eee ee 7 


TO: Great American Insurance Company 


’d like m information. 
if dice d like more infor : 99 John Street, New York 38, N. Y. 


about these special automobile | 
plans, or other progressive plans, | 
policies and procedures recently | 

| 





(Name of Agency) 





Street & Number) 


developed by Great American... 





City & State) 


Clip and mail this coupon today! 


L_ Dept. NU—61—1 
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THIS WEEK’S BEST POSITIONS 
204—-NO. CALIFORNIA-SURETY UNDERWRITER—$10,000. 


Age to 40-College grad. Minimum 8 years Surety Exp. High caliber Genl. Agency. 
Prefer man living West. 


205——MID-WEST-CAS. RESEARCH SUPV.—$1 2,000. 


Age to 45-College degree mandatory. Heavy math/ statistics background coupled 
with versatile underwriting/actuarial or other Cas. exp. 


206—CHICAGO AREA-FIRE MANAGER—$13,500. 


Age to 40. College background. Minimum 10 yrs. Fire managerial exp. including 
undr. and prod. exp. High caliber well-known company. 


207——EAST-AUTO CLAIMS MANAGER—$1 1,000. 
Age to 40. College grad. 8 years Home Office or large Branch Office experience. 


208——WEST-CAS. UNDR. SUPERVISOR—$9,000. 


Highly recommended Home Office Administrative position. Extremely desirable 
living area. Require Comp.-Liab.-Auto exp. 


209——MIDWEST-SAFETY ENG. MANAGER—$10,000. 
Age to 45. At least ten years Home Office managerial engineering exp. Company 
with assets in $50,000,000 area. 


Please refer to job number in your inquiry. 





INSURANCE PERSONNEL EXCLUSIVELY 
Our full-time business — not a side line. 
. NO CONTRACTS TO SIGN. 


.. No fee or charge of any kind unless you accept a position as a result of our 
efforts in your behalf. 


... Absolutely confidential handling — no mass mailing to jeopardize your 
position. 


.... Nationwide contacts that have resulted from over two decades of special- 
ization in the insurance personnel field. 


Write for “HOW WE OPERATE.” 


FERGASON PERSONNEL 


INSURANCE PERSONNEL EXCLUSIVELY 


330 S. Wells HArrison 7-9040 Chicago 64, Illinois 


















PRIMARY COVERAGES IN ILLINOIS 
WORKMEN'S COMPENSATION GARAGE & DEALERS LIAB. 
AUTOMOBILES & TRUCKS LIQUOR LIABILITY 
OLT—MFRS. & CONTRACTORS MALPRACTICE LIABILITY 
COMPREHENSIVE GEN’L. LIAB. BEAUTY SHOP LIABILITY 
COMPREHENSIVE PERSONAL LIAB. BURGLARY 
PRODUCTS LIABILITY PLATE GLASS-50/50 


% Special Retros on Large W.C.-Liab.-Fleets, Etc. 


EXCESS LIABILITY SURPLUS LINES 


OUTSIDE ILLINOIS — Through Licensed 
Surplus Lines Agents in Those States 
And Territories Which Permit Non- 
Admitted Carriers To Write Liability 
Coverages. 


All 3rd Party Liability Including Excess 
Above Assigned Risk Auto Limits to 
100,000/300,000 /100,000. 







FLEXIBLE UNDERWRITING . .. REALISTIC RATING ... 
INDEPENDENT! 
SINGLE RISK REINSURANCE TO $2,000,000! !!! 


HDELITY GENERAL |"422 | INSURANCE COMPANY 


A STOCK COMPANY 


RAndolph 6-4060 


Chicago 6, Illinois 





THE CASUALTY COMPANY WITH EXTENSIVE FACILITIES... 





222 West Adams Street 


U.S.F.&G6. Volume 
Tops $300 Million; 
Underwriting Good 


U.S.F.&G. in 1960 went over the 
$300 million mark in premiums writ- 
ten for the first time. Writings were 
up $23,386,000 over 1959 to $301,274,- 
807. Underwriting profit was $714,755 
compared with $3,966,402 in 1959. Pol- 
icyholders surplus was up by $15 mil- 
lion to $203,071,916. 

Investment income rose $2,202,994 
to $14,409,091. Earnings per share were 
$4.21 against $4.12 in 1959. Assets were 
$609,401,618, an increase of $51 million. 
Investment portfolio values at the end 
of 1960 were $494,675,070 against $457,- 
469,726 the year before. 


Seven Local Texas Boards 


Choose New Officers 


Seven local boards of Texas Assn. 
of Insurance Agents have elected new 
officers. They are: 

Austin—Harry Montandon, presi- 
dent; Morris McKay and A. F. Jones, 
vice-presidents; and Edward E. Shel- 
ton, executive secretary, reelected. 

Baytown—Steele McDonald, presi- 
dent; A. C. Chaddick, vice-president; 
and Miss Odena Childers, secretary. 

Corsicana—H. W. Keathley, presi- 
dent; Laura Lively, vice-president; 
and Gabe Goldberg, secretary, reelect- 
ed. 

Denton—J. H. Neblett, president and 
Allie I. Miller, secretary. 

Port Arthur—H. C. Thompson Jr., 
president; Carl Carter, vice-president; 
Fred Huber, secretary; and Mrs. Pansy 
Cannon, executive secretary, reelected. 

Tyler—Jerry Shelton, president; 
Julius Bergfeld, vice-president; and 
Jimmy Hicks, secretary. 

Wichita Falls—T. A. Gose, presi- 
dent; George Edwards, vice-president; 
and Miss Winnie Foster, secretary, re- 
elected. 


Despard & Co. Names Six 


Despard & Co., New York brokers 
and average adjusters, has named 
Daniel B. Silliman to take charge of 
the special accounts division, Thomas 
M. Pierce to supervise the personal 
accounts division, and William F. Scow- 
croft to supervise industrial claims. Mr. 
Scowcroft was formerly with Johnson 
& Higgins. 

The firm appoifited three new mem- 
bers of its commercial accounts divis- 
ion. They are Henry J. Benkner, 
formerly with Rollins Burdick Hun- 
ter, and William Summerfield and 
Alice M. Goss, both previously with 
Fred S. James & Co. 


Uses Press To Tell Claims Story 

The Cipares agency of Michigan City, 
Ind., in a three-column, page-long 
newspaper ad, told the public how it 
had paid $47,223 on 896 different 
claims during 1960. This was broken 
down into groups and types of claims 
and amounts paid. 

Arthur H. Johnson, 10 years with 
Kemper group, has joined the H. Lin- 
coln Harrison agency at Worcester, 
Mass. Mr. Johnson started as a claim 
adjuster with Kemper and then was 
in charge of production at New Haven 
and Worcester. 

Meeker-Magner, Chicago supervising 
general agency, has appointed William 
J. Noesen assistant manager of the fire 
department and coordinator of under- 
writing and special risks. 
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AMERICA’S 
OLDEST 
REINSURANCE 
GROUP 


MULTIPLE LINE 
ADMITTED REINSURERS 


PRUDENTIAL 


INSURANCE COMPANY 
OF GREAT BRITAIN 


SKANDIA 


INSURANCE COMPANY 


THE 
HUDSON 
INSURANCE COMPANY 


J. A. MUNRO, President 
90 JOHN STREET 
NEW YORK 38, NEW YORK 
WOrth 4-0001 


























FOR INTELLIGENT 





REINSURANCE ANALYSIS AND B® 


Service 
beyond 
the 


treaty 


FIRE-CASUALTY 
TREATY-FACULTATIVE 


Reinsurance 
AGENCY INC. 


141 W. JACKSON BLVD. 
CHICAGO 4, ILLINOIS 
WABASH 2-7515 


Charles A. Pollock, Jr 
PRESIDENT 
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| The Continental Companies 


GENERAL OFFICES: CHICAGO, ILLINOIS 





RS Annual Financial Statements 


CONTINENTAL CASUALTY COMPANY CONTINENTAL ASSURANCE COMPANY 














and its Wholly-Owned Subsidiary Transportation Insurance Company Financial Statement, December 31, 1960 
Consolidated Financial Statement, December 31, 1960 
L ASSETS ASSETS 
. ee OE yn ee nee cceccccecece “*§ OUS@ 170 COMB a og ce dcdievccccccestedescnwecccscecedecntcesscacoes +» $ 8,625,578 
United States Government Obligations. ............-...-+.s+6 ° 46,098,198 United States Government Obligations. ...............-.. ‘heap 24,211,432 
Canadien Government Obligations 6.848.658 Canadian Government Obligations. ... . bust ccouseudirccsenw’ 1,321,975 
° , Pt te ype en ere gins ME OMNI 6 66.0. ko cede wcciecessicdsccenresneda 47,999,990 
Other Public Bonds. ...........- 0. + .sseeeeeeeeeeeeeee rere - 186,504,989 = Public Utility Bonds. ............0cecceccecceececeeeeees .. 91,880,228 
Miscellaneous Bonds..........-...-+essseeeceeeeeeeeeceees 7,571,263 Railroad Bonds and Equipment Trust Certificates............... 21,618,905 
Pe coc cht coca ney one ed ccnn eo cdeedd Beuceeu was 6,924,420 PIII INS ng wccidaceweckavoadsatuacsueeeneasens 173,325,555 
Stocks of Associated Insurance Companies..................-- 82,943,416 Preferred Stocks... .......00ccsccccccscccesececes seeeeeee 8,139,918 
IN is Sacikigs cima ccadeen nas cea tickseies: .. 113,820,804 «Other Stocks... ...... 2... 00s eee sees eee eereeeteeees -+ 45,216,879 
Administrative Office Buildings. .....0.cceee-seeeeeeeeeeeenes 12,985,280 i +g deptancnacaiie 2 SE ARTs of “an , ins “ 
Net Premiums in Course of Collection (Not over 90 fe Leene S aeaee rd Bi eeneae SUT srt tae iit Re ban ei Saar — a 
SII ss isi. cen cansvetia tact taReatkenss soni Se nets onresihtecrse+m eae 
a soiled CP I Ss cc cadeecaescecksdecvdccesscheveceieces 34,160,234 
Ande Tateteih ee TR 6 «5.56 kare sc tnndin cd Setay wet ceowekint 2,814,645 Net Deferred and Uncollected Premiums......... cae 23,480,400 
Other Assets... ccccsccscccscncvcvcvevescvcevecsececscs 6,738,356 Accrued Interest and Rents and Other Admitted Assets......... 7,496,240 
PR TO sid 6.00 ee wii aR eee ORT eR EOS $527,737,435 PT MORE odin cacecexseereceeus e00666ecc<0 . $734,401,665 
LIABILITIES LIABILITIES 
Unearned Premium Reserve..........+. Sdedakedswmduceueds » $101,333,750 Policy Reserves. ....... 00. - ++ eee cece ce ceee cee eeeeenenees » —$520,252,593 
Reserve for Losses and Loss Adjustment Expenses......... .eee 170,042,913 Pending Claim Reserve. LITA ROS Sees RH7 TESS SSCISCCRERCRS ES 13,688,504 
Reserve for United States, Canadian, and other Foreign Premiums Paid in Advance. . Steet ences eeeteceeeeeereeeeess 52,381,958 
I nt Re ea el 6.382.575 Additional Funds Held for Policyholders. ..............+-.000 35,044,907 
NIN 6 if orcins Sana unde ceeenes etm ecw ee dl cnens ° 382,575 pagel 
ON GE BO Sa Uiccseuaeaees sa sdecvecctecdcancceanaen 5,523,893 
Reserve for Other Taxes. ‘ cities i sats eae ee ip 6,600,000 Fund for Reinsured Fraternal Society. ............+0-+eeeeeee 8,948,070 
Miscellaneous Liabilities........... REESE EE EEO ae wean eS __ 8,989,928 We Basie cio os oe cc ceeciccecedecdcecaJecuves 8,303,509 
TOTAL LIABILITIES. «6... - eee e eee eee cece ee rene eee eeeeee $293,349,166 SOUmTG VARMIRIR TOROING soos eoiicceccdiviceevacsasasenqecs 16,671,809 
ROME RIM ao oc dic vr cdaaweesccedewkeceeeues eveccken $660,815,243 
General Contingency Reserve... ..........0ceseccceeeeeeeees $ 91,716,632 Group Contingency Resenve. ... o.... 6520s cccccscecscccescess $ 5,311,000 
Capital—Shares of $5 Par Value......... Oe PE rs ae 29,374,500 Capitel—Shases of $5 Pat Vale soca occ cccccccccsccccccases 10,045,000 
6,000,000 Authorized; 5,874,900 Issued 2,062,500 Authorized; 2,009,000 Issued 
eee hae TUK RES MUDEHE TEENY AEM GS eR RUCR OD 113,297,137 SOs a oc since s cusdiveusddccussnuvcadecdusiasacutewes 58,230,422 
Surplus to Policyholders.................. Cee Te -. $234,388,269 Serpe We POMC RONN Soak sk 3 ono cree dndesscescsacas ..++ $ 73,586,422 
TOUR esac Seeurcs ip cdte eed tnadthnetecks een ecateweeae $527,737,435 BUM avcedcewcucccascucsdunadubends euecdegurecenaahes $734,401,665 








NOTE: All securities are carried in accordance with the requirements of the National Association of Insurance Commissioners as follows: eligible bonds at 
amortized values; stocks of associated insurance companies at pro rata share of capital and surplus; all other securities at quotations prescribed by the Association, 


Consolidated Net Premiums Life Insurance in Force 
Written during 1960........ erates aca .$322,773,438 as of December 31, 1960, “Paid-for” basis....... $6,844,389,993 
Increase over 1959.............. dinrg wreisreeha ees we, Tae TNE OG NONI e Seva coe eeccerccccnsceawsca . 654,195,336 
a 
| DIRECTORS 
+RAYMOND H. BELKNAP +FRANK R. ELLIOTT HOMER J. LIVINGSTON ¢CLIFTON L. REEDER R. DOUGLAS STUART 
President, The United States Life Banker Chairman of the Board Vice President Chairman of the Board 
Insurance Company in the The First National Bank of Chicago and Medical Director The Quaker Oats Company 
City of New York BOYD N. EVERETT Continental Assurance Company 
tial Vice President and Treasurer *FR V.M — 
_ BOWEN BLAIR RANK V. MeCULLOUGH enitiins “dine ROBERT D. STUART, JR. 
William Blair & Company EDWIN H. FORKEI — President aes omen a 
5 . Continental Casualty Company . The Quaker Oats Company 
WM. McCORMICK BLAIR Cuties tee saaasenencaiaietictinittadtiad 
ht <3 ‘ontinental Casualty Company 
William Blair & Company protege ee ae ‘ jpavip C. scorr ROY TUCHBREITER 
WILLARD N. BOYDEN 3 . ; irst Vice President a’ ctuary Chai the Board: 
Vice Prabis and Secretary Vice President and General Counsel Continental Casualty Company Continental Assurance Company ee 
EDISON DICK ARNOLD B. KELLER JOHN S. OSBORNE JOHN E. STIPP KENNETH V. ZWIENER 
Chairman, Executive Committee President President President 
A. B. Dick Company Central and South West Corporation Federal Home Loan Bank of Chicago Harris Trust and Savings Bank 
*Continental Casualty Company only ¢Continental Assurance Company only 


The detailed Annual Reports of the Continental Companies are being prepared. They will be furnished upon request. 


Casualty Insurance Life Insurance Fidelity and Surety Bonds 
Domestic and Foreign Reinsurance Accident, Sickness, Hospital Expense 


e 2 
The Continental Companies 
310 SOUTH MICHIGAN AVENUE ¢ CHICAGO 4, ILLINOIS 
Member Companies of the Continental-National Group 
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Michigan Adjusters Seminar At Flint 
Draws Double The Expected Crowd 


By B. P. McMACKIN Jr. 

Michigan Adjusters Assn., formed 
two years ago by a small group of claim 
men from a variety of companies and 
organizations, staged its fourth seminar 
at Frankenmuth, to an overflow crowd. 
More than justifying the hopes of its 
founders—based on the belief that 
claim men are hungry for a solid diet 
of educational matter—the seminar 
drew from the entire state. It was 





staged for members from the Saginaw 
Valley area. The expected 100 attend- 
anc? swelled to 190. 

Elmer P. Simon, vice-president 
Frankenmuth Mutual, gave the first 
technical paper of the day, a thorough 
discussion of problems involved in 
overlapping coverages. Mr. Simon 
doubled in brass, appearing earlier as 
Frankenmuth’s mayor pro-tem, to wel- 
come participants to the city. His talk 


on overlapping coverages was preceded 
by a discussion of the adjuster’s role in 
dealing with the public by Carl D. 
Strong, the popular educator from 
Michigan State University. Mr. Strong’s 
theme—that the reputation of the in- 
surance company depends upon the ad- 
juster—provided a base upon which 
he constructed a catalogue of traits 
which an adjuster should cultivate and 
traits of which he should attempt to 
rid himself. He ended with a drawing 
of a clean-cut American male in busi- 
ness dress, from which various panels 
were removed progressively to sum up 
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Boiler & 
Mach’y 


Fidelity & 
Surety 














Fire & 
Marine 





Right 


Prescription 


- Liability 














Devising the correct insurance formula 
for a business firm or family is a lot 
easier if all of the “ingredients” are 
handy. American Casualty agents have 
access to a genuine multiple line port- 
folio which is one of the most extensive 
in the industry. It includes such specialty 
lines as Professional Liability coverages; 
Health insurance for overage and im- 
paired risks; competitive retrospective 
and composite rating plans for General 
Liability; Mortgage Protection plans for 
financial institutions. Plus, in 23 states, 
Group and Ordinary Life insurance. 

And—the “easy way to pay” pre- 
miums — ACCOPLAN Premium Budget 
service—for family and business ac- 


counts, 
You ndependent 
Insurance fi) [AGENT 


AMERICAN CASUALTY 


61 Branch and Service Offices Coast to Coast 










Home Office — Reading, Pennsylvania ¢« Since 1902 
Licensed and operating in all states, 0.C., Canada and Puerto Rico 
Affiliate: VALLEY FORGE LIFE INSURANCE COMPANY (23 states) 
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what makes the adjuster a good one. 

Advance publicity hardly prepared 
the Michigan adjusters for the lunch- 
eon talk, a speech by Robert A. Collins, 
billed simply as “attorney-at-law.” As 
it turned out, Mr. Collins is secretary of 
National Assn. of Claimants Compensa- 
tion Attorneys in Flint. In a personable 
manner—he had new friends all over 
the hall before he left— Mr. Collins 
spoke on the subject, “Pitfalls of Nego- 
tiations With Claimants and Attor- 
neys.” His talk, to be reported fully 
next week, might better have been en- 
titled, “How To Keep the Claim Out of 
the Hands of a NACCA Lawyer.” It 
drew on Mr. Collins’ own case files for 
examples of errors of judgment on the 
part of claim men which had either 
sent the claimant to an attorney or had 
set things up for the attorney. Mr. Col- 
lins ended his recitation candidly. “TI 
hope you didn’t believe a word I said. 
And I hope no one will take my ad- 
vice.” 

Another Flint attorney, Herbert A. 
Milliken, came on later in the day with 
a dissertation on the meaning and in- 
terpretation of Michigan’s wrongful 
death act. Mr. Milliken also included 
his prognostications concerning future 
judicial treatment of wrongful death 
cases. In the terms of a defense law- 
yer— his position—the predictions were 
bleak. 

Also appearing on the all-day semi- 
nar was Bernard P. McMackin Jr., 
associate editor of the “Fire, Casualty 
& Surety Bulletins.’”’ Mr. McMackin dis- 
cussed personal liability, medical pay- 
ments and physical damage to property 
(voluntary property damage) problems 
of the homeowners policies. His presen- 
tation was followed by a question and 
answer period which gave observers an 
opportunity to see that the Michigan 
adjusters who presented themselves in 
Frankenmuth are not only interested in 
listening to serious matter—but that 
they have much to contribute as well. 

Kenneth L. Baur, Farm Bureau of 
Lansing, was in charge of the seminar. 
Mr. Baur is a vice-president of the 
association for the northeastern region. 
William J. Devers Jr., Chrysler Corp., 
president of the association and one of 
its founders, was present, as was John 
L. Cote, Farm Bureau of Lansing, also 
a founder and the organization’s only 
past president. 

Another seminar is tentatively sched- 
uled for early spring, in Detroit. 


Named General Agent 


Of Cimarron For Tenn. 


Southern Insurance Managers of 
Nashville has been appointed general 
agent for Tennessee of Cimarron, 
bringing the number to 22 states in 
which the company now operates. 


Wm, H. McGee 
& Co., Inc. 


MARINE UNDERWRITERS 





111 John Street, New York 38, N.Y. 
Baltimore New Orleans 
Boston Philadelphia 
Chicago Sen Francisco 
Columbus, O. Seattle 

Dallas Toronto 

Detroit Montreal 
Houston Porto Rico 
Jacksonville Honolulu 

Los Angeles Trinidad B.W.1. 


‘OCEAN MARINE 
‘INLAND MARINE 
HOMEOWNERS’ COMPREHENSIVE 
MANUFACTURERS OUTPUT 

jand similar covers 
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Insurance Lawyers 
Elect F. $. Benson 


NEW YORK—Almost 200 attended 
the one-day annual meeting of the in- 
surance section of New York State Bar 
Assn. here. Frederick S. Benson of 
Lumbermens Mutual Casualty, New 
York, was elected chairman to succeed 
Donald W. Kramer of Binghamton, 
who becomes chairman of the execu- 
tive committee. David F. Lee Jr. of 
Norwich was named vice-chairman, 
and John P. Walsh of the New York 
City law firm of Watters & Donovan 
was elected secretary-treasurer. 

The session was preceded by a 
dinner, a feature introduced two years 
ago that has proved popular and that 
attracts many non-members, including 
the press, insurance department re- 
presentatives, organization executives, 
and others. 

Harry J. McCallion, associate general 
counsel of New York Life, a past 
chairman of the section and outgoing 
chairman of the executive committee, 
presented Mr. Kramer with a suitable 
plaque for his services as chairman for 
two terms, in 1960 and in 1950. 


John Kennedy Addresses 


Chicago Adjusters Assn. 

At the February meeting of Ad- 
justers Assn. of Chicago, a full house 
was on hand to hear John Kennedy, 
president Investigations Institute, Chi- 
cago, discuss new developments in 
fire and arson investigation. 

Mr. Kennedy said fire and arson 
subrogation is coming into its own. 
He noted particularly the first fire, 
arson subrogation seminar held—at 
the University of Miami late last year. 

This seminar, Mr. Kennedy said, was 
the first to tie in subrogation to fire 
and arson features. It was a five-day 
meeting and had _ subjects ranging 
from motives for arson to case his- 
tories of negligence in fire subrogation 
cases. The seminar will be held again 
this year, he said, on Nov. 27-Dec. 1. 

His own organization now has a 
photographic unit, the speaker stated. 
This was used for the first time in 
the tragic Our Lady of Angels school 
fire in Chicago. Such pictures are far 
from pretty, but they are an invalu- 
able aid in determining causes of fire. 


All Lines Agency Heads 


Help Form Mutual Fund 


Cambridge Growth Fund, which will 
invest in common stocks, real estate 
and special situations, has been formed 
by interests that include Benjamin 
Weinstein, president, and Robert Wein- 
stein, secretary, of Triangle Underwrit- 
ers, a large New York City agency. 
Robert Weinstein is president and 
Benjamin Weinstein treasurer of the 
mutual fund, which is offering 200,000 
shares to the public at $5 per share. 
through insurance brokers and others. 
The agency handles all lines, includ- 
ing life and A&S, and in recent times 
has handled mutual funds. 


Bean Marine ‘Supervisor 
Of GAB At San Francisco 


General Adjustment Bureau has ap- 
pointed Harold M. Bean regional ma- 
rine supervisor at San Francisco. He 
has been with the bureau at San Fran- 
cisco since 1943. 


Conn. Agents For UM Cover 


Connecticut Assn. of Insurance 


Agents has joined with bureau stock 


FieNATIONAL UNDERWRITER 


and mutual insurers, independent com- 
panies and mutual agents in presenting 
to the general assembly measures re- 
quiring a statutory uninsured motorists 
coverage and strengthening of fi- 
nancial responsibility laws. 

The Connecticut association, which 
has long opposed a compulsory law, 
is supporting the unified group’s bills 
as a workable solution to the auto 
problem in the state. 

Newby & Dutton agency of Kokomo, 
Ind., has moved to larger quarters at 
505 Armstrong London Building. 


Sargent Is V-P Of 
Transatlantic Re 


Joseph W. Sargent has joined Trans- 
atlantic Re of New York as vice- 
president. He was formerly president 
of Jefferson of New York, and prior 
to that deputy U.S. manager of Lon- 
don Assurance. From 1942 to 1955 he 
was underwriting manager of the east- 
ern department of Home. He served 
Scottish Union at the head office in 
Hartford as assistant superintendent 
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of the improved risk department 1925 
to 1942. 


Wheeler Named At Syracuse 

Aetna Fire has appointed Edwin H. 
Wheeler special agent in Syracuse, 
N.Y., territory. He has been an under- 
writer there. Carl K. Walrath, who has 
had underwriting experience in cen- 
tral New York for several years, suc- 
ceeds him. 

Mr. Wheeler joined Aetna Fire in 
1957. Previously he was with Retail 
Credit Co. as an insurance inspector. 


“The Employers’ Group School for Agents” 
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Yes, The Employers’ Group School for Agents 
is even better... in two important ways. It now 
offers a split session. During the seven week 
course, three weeks are devoted to Personal Lines 
Insurance, four weeks feature Commercial Lines 
Insurance. You can attend the three week course, 


the four week course or both if you prefer. 
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110 MILK STREET 
BOSTON 7. MASSACHUSETTS 


The Employers’ Liability Assurance Corp., Ltd. « The Employers’ Fire Insurance Co. 
American Employers’ Insurance Co. « The Northern Assurance Co. of America The Employers’ Life Insurance Company of America 


service for you . 


BETTER...TWO WAYS 


This new split session was developed as a special 
. . today’s busy agent. It’s better 
service, better training for you... The Man with 
the Plan. For a really comprehensive knowledge 
of insurance and for professional training of the 
highest calibre, write today for complete details 


on the Employers’ Group School for Agents. 
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Local Penetration 


Royal-Globe’s mobile production 
team has one purpose — to help 


‘ you service your clients efficiently 


and profitably. Each man is picked 
for his ability to do this for you in 
your particular area. He knows 
how to apply his service in your 
insurance region. For local market 
penetration, call on the members 
of Royal-Globe’s team today to 
service risks and produce new 
business. 
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| and your versatile 


Profit-minded agents know Royal-Globe is “TOPS IN EVERY SERVICE” 


ROYAL-2 


INSURANCE GROUP New York 38, New York 


* THE LIVERPOOL & LONDON & GLOBE INSURANCE COMPANY LTD. + ROYAL INDEMNITY COMPANY - GLOBE 
NEWARK INSURANCE COMPANY - 


ROYAL INSURANCE COMPANY, LTD 
INDEMNITY COMPANY - 
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QUEEN INSURANCE COMPANY OF AMERICA - 


GLOBE 
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AMERICAN AND FOREIGN 


INSURANCE COMPANY - THE BRITISH & FOREIGN MARINE INSURANCE COMPANY LTD.- THAMES & MERSEY MARINE INSURANCE COMPANY, LTD 





Conventions 


Feb. 22-24, Michigan agents, midyear, Statler- 
Hilton Hotel, Detroit. 

March 2-4, Federation of Insurance Counsel, 
midwinter meeting, Royal Orleans Hotel, 
New Orleans. 

March 6, Cleveland I Day, 
Cleveland. 

March 9-10, Ohio State University Insurance 
Conference, annual, Columbus, Ohio. 

March 9-11, Tri-State mutual agents of Penn- 
sylvania, Maryland & Delaware, annual, 
Penn Harris Hotel, Harrisburg. 

March 13-15, National Assn. of Mutual Insur- 
ance Agents & Texas mutual agents, com- 
bined midyear, Shamrock-Hilton Hotel, 
Houston. 

March 13, Rhode Island agents, midyear, Sher- 
aton-Biltmore Hotel, Providence. 

March 14, New Jersey agents, midyear, Cherry 
Hill Inn, Haddonfield. 

March 14, Pittsburgh I-Day, Hilton Hotel. 

March 17-18, Mississippi mutual agents, annual, 
Edgewater Gulf Hotel, Edgewater Park. 

March 23-24, Conference of Mutual Casualty 
Companies, underwriting conference, Conrad 
Hilton Hotel, Chicago. 

March 23-25, Southern Agents Conference of 
NAIA, annual, Robert Meyer Hotel, Jackson- 
ville, Fla. 

April 5-7, National Assn. of Independent 
Insurers, workshop, Edgewater Beach Hotel, 
Chicago. 

April 5-7, Pacific Coast Advisory Assn., annual, 
Biltmore Hotel, Santa Barbara, Cal. 

April 9-11, Florida mutual agents, annual, Galt 
Ocean Mile Hotel, Ft. Lauderdale. 

April 9-11, Midwest Territorial Conference of | 
NAIA, annual, LaSalle Hotel, Chicago. 

April 9-11, New York mutual agents, annual, 
Hotel Syracuse, Syracuse. 

April 9-13, National Assn. of Surety Bond Pro- 
ducers, annual, St. Francis Hotel, San Fran- 
cisco. 

April 11-12, Arkansas mutual agents, annual, 
La Fayette Hotel, Little Rock. 

April 14, National Assn. of Insurance Com- 
missioners, unauthorized insurance commit- 
tee, Sherman Hotel, Chicago. 

April 16-18, Alabama mutual agents, 
Town House Motel, Mobile. 

April 16-18, Eastern Agents Conference, annual 
Sheraton Hotel, Philadelphia. 

April 17-18, Iowa mutual agents, annual, Sa- 
very Hotel, Des Moines. | 

April 17-18, Ohio mutual agents, annual, Neil | 
House Hotel, Columbus. | 

April 17-19, National Assn. 
Agents, midyear, Philadelphia. 

April 19, Chicago I-Day, annual, 
ton Hotel. 

April 20-21, Missouri mutual agents, 
Hotel Governor, Jefferson City. 
April 20-21, Southern Claims Conference, an- 

nual, Dinkler-Plaza Hotel, Atlanta, Ga. 

April 23-27, American Assn. of Managing Gen- 
eral agents, annual, Camelback Inn, Phoenix 

April 27, Insurance Rating Bureau of District 
ot Columbia, annual, Army & Navy Club, 
Washington, D. C. 

April 27-28, National Assn. of Casualty & | 
Surety Agents, midyear, Sheraton-Belvedere 
Hotel, Baltimore. 

May 3-5, Casualty Actuarial Society, midyear, 
Concord Hotel, Kiamesha Lake, N. Y 

May 4-5, Central Claim Executives Assn., an- 
nual, Arlington Hotel, Hot Springs, Ark. 

May 4-5, Conference of Mutual Casualty Com- 
panies, claim conference, Conrad Hilton 
Hotel, Chicago. 

May 5-6, Louisiana agents, annual, Edgewater 
Gulf Hotel, Edgewatér Park, Miss. 

May 5-7, Montana mutual agents, annual, Dia- 
mond S. Ranchotel, Boulder, Mont. 

May 17-9, Alabama agents, annual, 
Erskine Hotel, Huntsville. 

May 7-9, Virginia & D. C. mutual agents, an- 
nual, Williamsburg Inn, Williamsburg. 

May 17-10, New York State agents, annual, 
Syracuse Hotel, Syracuse. 

May 8-10, Health Insurance Assn., 
Biltmore Hotel, New York City. 

May 8-11, National Assn. of Insurance Brokers, 
annual, Fairmont Hotel, San Francisco. 

May 9, Assn. of Casualty & Surety Companies, 
annual, Waldorf-Astoria, New York City. 

May 9, Wisconsin agents, midyear, Hotel Lor- 
aine, Madison. 

May 12-13, Mountain States mutual agents, an- | 
nual, Harvest House, Boulder, Colo. | 

May 12-13, Oklahoma agents, annual, Biltmore 
Hotel, Oklahoma City. 

May 14-15, Nebraska mutual agents, 
Town House, Omaha. 

May 14-16, Iowa agents, annual, Savery Hotel, 
Des Moines. 

May 14-16, Pennsylvania agents, annual, Bed- 
ford Springs Hotel, Bedford. 

May 14-17, Insurance Accounting & Statistical 
Assn., annual, Biltmore Hotel, Los Angeles. 
May 16-19, National Assn. of Independent Ad- 
justers, annual, Sheraton Towers Hotel, Chi- 

cago. 

May 18-19, Arkansas Agents, annual, Arlington 
Hotel, Hot Springs. 

May 18-20, Texas agents, annual, Galveston. 

May 21-23, Tennessee mutual agents, annual, 
Riverside Hotel, Gatlinburg. 
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|CG: We're like you. 
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“But I don’t have the 


know-how for life!” 


| CG: You don’t need it! Our Life 


Department takes care of all the 
technical knowledge, plus all the 
paperwork! And does it gladly, with- 
out charge to you. Yow take all the 
commissions! 


YOU: Now wait a minute...what’s 


| in it for you? 


.we take the 
| long view. Here’s what happens...we 
make analyses of your clients’ poli- 
cies, show them how to make their 
present premium dollars work most 
effectively. The sales come gradually, 
over a period of time...only in answer 
to specific client needs. 


YOU: You’re reaching me...what 
about profits? 


CG: You may have an increase in 
your profits of 15% or more per year. 
And, at no extra expense to you. It 
will pay you to call our nearest office 
... right now! 


CONNECTICUT 
GENERAL 


Life Insurance Company, Hartford 
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Hartigan To New Post 
In Worcester Mutual 


Richard G. Hartigan has been named 
executive assistant, a new position in 
the agency department of Worcester 
Mutual Fire. He has been in the field 
for the company 10 years, concentrat- 
ing his activities in New England and 
developing new territories outside this 
area. 

In his new position he will continue 
to develop new agencies and new 
territories. Before joining the Worces- 
ter Mutual staff in 1951, Mr. Hartigan 
was special agent of the Kemper group 
and later became service office mana- 
ger in Boston for General of Seattle. 
He was made agency supervisor of 
Worcester Mutual in 1955. That year 
he was president of New England 
1752 Club. 


Boston Indemnity Names 
Wright Superintendent 


Boston Indemnity has appointed 
Harold G. Wright a superintendent, in 
which position he will supervise coun- 
trywide activities of the company, 
other than production and loss and 
claims. He was formerly supervisor of 
regional and branch underwriting for 
the casualty division. He joined the 
group in 1953 as a casualty under- 
writer at Albany. 


Royal-Globe Names 
Hayes And Azzara 


Royal-Globe has appointed Francis 
E. Hayes assistant secretary and An- 
drew J. Azzara tax counsel. 

Mr. Hayes joined Royal-Globe in 
1948 in the metropolitan legal claims 
department and in 1953 took charge 
of the Brooklyn legal claims office. 
He was transferred to the New York 
legal department in 1955 and became 
a counsel there in 1958. 

Mr. Azzara joined the New York 
legal department in 1954 as a law 
clerk. He has been an attorney in that 
department since 1955. 


GAB Raises Whitesell 


GAB has appointed William M.: 
Whitesell Jr. general adjuster at the 
eastern departmental office. He will 
devote his attention to group I con- 
trolled losses as well as supervision of 
blasting claims and recovery matters 
at the departmental level. 

Mr. Whitesell joined GAB in 1941 
in New York. Prior to his appoint- 
ment as manager of the recovery di- 
vision in 1947, he served as assistant 
manager, automobile division. 


30,000 N. H. Motorists 
A Year Cancel Cover Then 


Reinstate To Keep Plates 


More than 30,000 motor vehicle own- 
ers a year in New Hampshire cancel 
their automobile liability insurance 
and then reinstate it when they find 
they will lose their plates and regis- 
tration because they must file evidence 
of financial responsibility, Frederick 
Clarke, motor vehicle commissioner, 
said at a meeting of the executive 
committee of New Hampshire Assn. of 
Insurance Agents. 

This causes his division a tremen- 
dous amount of work, and Mr. Clarke 
is considering the proposal of legisla- 
tion to make a $2 charge. 

The MV division has an initialed 
registration plate program. The de- 
partment charges $5 for such plates, 
and the $4.20 it nets on the sales goes 
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back to schools with full driver pro- 
grams at $20 per student. There are 
49 schools now participating, he said. 
The department also provides a dona- 
tion of $10 per student for classroom 
training only. 

In November, he said, the 16-19 age 
group of drivers took over first place 
in the state in accident frequency, 
with the 20-24 age group in second. 
MV department personnel began in- 
terviewing teen-agers involved in ac- 
cidents to determine how they could 
reduce the rise in accidents caused by 
members of the group. More than 1,000 


answers were analyzed. 

Young drivers were very frank, he 
said. More than 20% of them recom- 
mended loss of license on first viola- 
tion of any kind. The second most fre- 
quently recommended step was more 
law enforcement; the third was rais- 
ing the driving age limit from 16 to 
18 years. 

The department is planning a safety 
contest among drivers enrolled in the 
driver courses of the high schools. A 
trophy will go to the school with the 
best record and gold stars for drivers 
free of accidents and law violations. 
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Hartford Fire Raises 
Carlson, Johnson, Botz 


Hartford Fire group has named 
Donald F. Carlson agency superinten- 
dent at the northwestern department 
at Minneapolis. He has been special 
agent at Des Moines where he is 
succeeded by Edwin B. Johnson. James 
W. Botz has been appointed special 
agent at Sioux Falls, S. D. 

Mr. Carlson had been at Des Moines 
since 1949 when he joined the group. 
Mr. Johnson and Mr. Botz have been 
at Minneapolis for several years. 
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Do you have 


A Client Who's 
Taking A Trip? 


Vacation or Business 


Continental Casualty’s TRIP AC- 
CIDENT Insurance is a profitable 
extra bit of business for agents and 
brokers everywhere. It’s easily sal- 
able to any of your clients, when- 
ever they take a trip for business or 
pleasure. Benefits are broad, cover- 
ing medical expenses, accidental 
death and dismemberment and the 
cost is Jow—within the reach of all. 


Is this Continental coverage at- 
tractive? You bet! And it’s flexible 
enough to fit every individual’s 
needs. For instance—protection is 
available for periods of 3 days or 
more up to 180 days and a unique 
feature automatically compensates 
for unforeseen delays. 


This is protection that is both 
profitable and easy to handle. 


TRIP ACCIDENT Insurance is just one of a 
long line of easily salable Continental Cas- 
ualty policies. Watch this page every month 
for news about other profit-makers. 


CONTINENTAL CASUALTY COMPANY 
A Member of the Continental-National Group 


YOUR COMPLETE INSURANCE CENTER 


Continental Assurance Company 
National Fire of Hartford 
Transportation Insurance Company 
Transcontinental Insurance Company 


porate arr ee 





FOR DETAILS ON CONTINENTAL’S TRIP ACCIDENT INSURANCE, SEE YOUR 
NEAREST CONTINENTAL AGENT OR BRANCH REPRESENTATIVE—OR FILL 


OUT AND MAIL THE COUPON. 


NAME 


Continental Casualty Co. 
Room 2802, 310 S. Michigan Ave., Chicago 4, Illinois 


[J Please send full details on your Trip Accident Coverage. 
C) | am interested in an agency or brokerage appointment. 





ADDRESS 
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McHugh Puts Examinations Under Glass, 
Finds Many Abuses And Cites Remedies 


In his talk at South Carolina In- 
surance Forum, sponsored by the state 
insurance department at Columbia, 
Donald P. McHugh, counsel to the 
Senate anti-trust and monopoly sub- 
committee, said that substantial im- 
provements. are needed in examina- 


tion procedures if they are to become 
the major thrust of regulatory respon- 
sibilities. The primary need is to re- 


lieve companies and other organiza- 
tions from paying examination costs. 
Accordingly, a provision in the pro- 
posed D. C. model rating bill was added 
to afford such relief. 

The present practice followed in 
many states, and as a part of the zone 
examination system of National Assn. 
of Insurance Commissioners, is not 
only inherently wasteful but raises 


WINNING HAND 
to help keep you “ahead of the game” 


When your hand holds an Agricultural Insurance Group 


agency contract, you have a good deal for sure. 


Just look at this line-up of winning cards: Package 
policies ... Multiple line facilities . 
service ... Premium budget plan... Sales-oriented office and 


field personnel... All joined to boost your agency production, 


and help you “rake in the chips’? 


Send for details now. 
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& MERICAN EMPIRE INS. C 


Eastern Div., Watertown, N.Y. e 


.. Country wide claims 


IMPANY 


Western Div., St. 


poisonous conflicts of interest, making 
objectivity difficult, if not impossible, 
Mr. McHugh declared. No regulatory 
agency can rightfully assert its claim 
to independence where the party be- 
ing examined pays the cost on a per 
diem basis. If the states expect to pre- 
serve their roles as guardians of the 
public interest in insurance, they must 
be prepared to assume the burdens, 
including the costs, of discharging 
these duties in the most effective man- 
ner. A prime requisite is absolute in- 
dependence. 


Complaints have been filed with 





South Dakota 


Paul 14, Minn. 
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the subcommittee giving a shocking 
picture of some of the inadequacies 
of the zone or convention examination 
system, he continued. The practice of 
charging companies a per diem rate 
plus expenses for examiners has re- 
sulted in needless make-work proj- 
ects. Complainants charge that un- 
scrupulous and incompetent examiners 
have abused this practice by unnec- 
essarily prolonging jobs to the great 
expense of the company and the per- 
sonal profit of the examiner. Few 
objections are registered by compaines 
for fear of retaliation by the examiner 
through adverse reports. Conversely, 
examiners who can ride this gravy 
train without repercussions from the 
company footing the bill, are unlikely 
to submit critical reports which might 
disturb their benefactors. 


Believes System Unhealthy 


Mr. McHugh did not suggest that 
all examiners are venal and all reports 
are slanted, but he believes that the 
system is unhealthy in its conception 
and contains its own incentive to cor- ’ 
ruption. 

The subcommittee has been in- 
formed that various commissioners 
have utilized these examiner posi- 
tions as a patronage grab-bag to en- 
hance their own political fortunes, he 
went on. Charges of nepotism and ap- 
pointment of persons with no qualifi- 
cations for the job have been made. 
Appointment of outside accountants 
and actuaries may provide necessary 
competence but frequently involves 
transfer of the decision-making power 
from duly appointed or elected state 
officials to the heads of these actu- 
arial firms. 

The zone examination system has 
been under criticism, and proposals 
for revising it have been under study. 
Some kind of a cooperative state sys- 
tem is needed to examine efficiently 
and economically companies doing 
business in many states. Complete 
control over the duties and the activ- 
ities of these examiners should at all 
times be with the commissioner. This 
means full-time salaried employes re- 
sponsible solely to the commissioner 
and paid directly by the states. A 
thorny issue still unresolved is the 
method of settling differences between 
commissioners concerning the final 
report. Greater publicity should be af- 
forded these reports so that informed 
policyholders and stockholders can 4 
exert pressure for needed reform, Mr. 
McHugh urged. 








Examinations Every Three Years 


Company examinations at least ev- 
ery three years would seem to be a 
minimum requisite of good regulaton, 
in his view. Many states indicated to 
the subcommittee that they had 
no policy concerning frequency of ex- 
aminations. Other states had not con- 
ducted company examinations within 
a five-year period. 

While some inconvenience is experi- 
enced when examinations are con- 
ducted without prior notice, such ex- 
aminations can reflect a more truth- 
ful picture of the company’s position. 
The uncertainty of the examination 
time is an additional prod to compa- 
nies to keep records current and to 

(CONTINUED ON PAGE 26) 
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Allison Personnel Service 
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(CONTINUED FROM PAGE 2) 
solvency, rate levels and other major 
subjects. 

The net effect of these is to improve 
the quality and effectiveness of regula- 
tion, Mr. Gentry said. This redounds 
to the public benefit. Additionally, 
there are four items in the NAII bill 
which should be noted. 

1. By providing for immediate use 
of filings it will permit prompt ac- 
commodation of rates to changes in the 
economic picture and loss situation. 

2. By eliminating delays in needed 
rate increases it will foster healthy 
competition and encourage companies 
to reduce rates properly when experi- 
ence permits. 

3. By avoiding prolonged rate inad- 
equacies it will enable the industry to 
provide a market for all insurable 
risks. 

4. By stimulating healthy initiative 
and sound experimentation it will as- 
sure constant progress in fulfilling the 
changing needs of an expanding pop- 
ulation and technology. 

Mr. Gentry took notice of criticisms 
of the no prior approval approach by 
some segments of the industry which 
have charged that it will bring about 
chaos and ruinous rate wars and the 
insolvency of the smaller companies. 
These events have not occurred in 
states having a subsequent review pro- 
cedure, he pointed out, saying that the 
accusations against no prior approval 
are “straw men” designed to cloud the 
issues with unwarranted doubts and 
fears. 


An “Tronic” Situation 


“Tronically, at the same time we are 
regaled with admonitions that reten- 
tion of prior review mechanism is 
imperative if price stability is to be 
preserved, we hear it said by many 
observers that lawful boundaries have 
already been overstepped and that 
certain of the rating organization rates 
for automobile and multiple line in- 
surances now operative in prior review 
states were patently inadequate when 
filed. Some suggest that we are already 
in a rate war. 

“If these allegations that deliberate- 
ly inadequate filings have been widely 
approved under the all-industry and 
other prior review laws are well- 
founded, then it follows inescapably 
that the prior review mechanism does 
not provide any bulwark against be- 
low-cost rate cutting.” 

From the standpoint of the small 
company, Mr. Gentry said, the NAII 
bill with its no prior approval provi- 
sion is beneficial. “It is for this 
reason that we of NAII are disturbed 
to observe in operation a deliberate and 
systematic campaign of unfounded 
predictions being directed at the 
smaller companies, including our own 
members, with the obvious design of 
obscuring their sense of judgment with 
fears of ruinous predatory price cutt- 
ing and widespread insolvencies. Some 
of these detractors have asserted that 
the state rate regulatory system is in a 
‘period of decline and disintegration’ 
and that the only real solution may 
lie in making bureau membership 
mandatory for all companies.” 

Mr. Gentry noted that NAII has 320 
members of which at least 300 could 
be termed small companies. NAII 
speaks for many times more. small 
companies than any other trade group, 
and substantially more than all other 
leading national trade groups com- 
bined. 

He said experience shows that the 
greatest potentiality for little com- 
panies to grow lies in a system which 
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F. A. S. Gentry Tells Why He Favors No Prior Approval Law 


allows maximum freedom for initiative. 
The best hope for the small company 
to overcome the large company’s na- 
tural advantages lies in finding more 
efficient ways of doing business, and 
devising better coverage and rating 
concepts and in developing more skil- 
ful underwriting and merchandising 
techniques. A competitive environ- 
ment provides the most fertile field to 
make effective use of those avenues 
to gain a foothold. 

“T would, therefore, like to make it 
clear once and for all that our com- 
panies have no need or desire to be 
rescued from the competitive arena 
and delivered into the protective cus- 
tody of a mandatory rating bureau,” 
Mr. Gentry declared. 

As president of a small stock fire- 
casualty company, he said he is per- 
sonally far less concerned about being 
run out of business by competitive 
forces in the market place than by 
political interference from outside. The 
greatest peril to the survival of small 
companies is the steadily growing 
specter of political considerations in 
the rate regulatory functions. “When 


the statutes permit rate relief to be 
withheld pending departmental action, 
it is an open invitation for the focus- 
ing of inexorable political pressures 
upon the commissioner.” 

Mr. Gentry descrbed the prior re- 
view provision as an Achilles heel of 
the all-industry laws and a prime fac- 
tor responsible for the underwriting 
losses in the past 15 years and for the 
resultant tight market situations. 

“In the case of a small company 
with its business heavily concentrated 
in one state, the impact of political 
leverage on rates can be disastrous. 
My own company was caught in this 
sort of situation with three-quarters of 
its total automobile insurance business 
in one state and was obliged to elimin- 
ate over half of that business because 
of a sustained political rate freeze. 

“In my opinion, the only real hope 
for the small company lies in a system 
where rates are permitted to find 
their proper competitive level, under 
the watchful eye of the commissioner 
but unhampered by any arbitrary 
prior restraints. I know of no other 
way of accomplishing this than by re- 


ne 


placement of the prior review pro- 
cedures of existing laws with the 
procedures of a bill such as ours.” 

Frank Harwayne of New York said 
that the companies’ answer to com- 
plaints about rates is to say that the 
insurance department has scrutinized 
the filing and approved it. Where does 
the public gain confidence in rates 
under the subsequent disapproval law? 

The public knows there is more than 
one price for insurance and can test 
the fairness of the price it is paying by 
finding out what is obtainable from 
other sources, Mr. Gentry said. There 
is no such so-called protection as de- 
partmental approval for the life insur- 
ance business, but this line of insur- 
ance enjoys the highest confidence of 
any. Insurance isn’t a limited market 
or a one-price structure, he said. Under 
a no prior approval law, a complaint to 
the department could produce action. 

Tharpe Forrester of Alabama asked 
Mr. Gentry if he believed the lines of 
insurance have not found their proper 
competitive level. 

They have not, said Mr. Gentry. 

Well then, are the rates too high or 
loo low? asked Mr. Forrester. 

That has to be on a case by case 


HIGHER LIMITS ON AUTO 
.» AT COMPETITIVE RATES? 


It’s a fact! With court awards continuing to exceed minimum 
g 


legal limits your clients can’t afford to be under-insured. 


Higher liability limits are available at favorable rates. Arrange 


this excess coverage for your insureds through our facilities. 


See or write us now for further information or applications! 


GEO. F. BROWN & SONS, INC. 


175 West Jackson Bivd. * Chicago 4 * WAbash 2-4280 
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basis, Mr. Gentry said. Rates are mani- 
festly inadequate for automobile—this 
is a matter of public knowledge. Un- 
derwriting results are the test of rate 
adequacy or inadequacy. He said he 
knows of no line producing too much 
profit. The insurance business has to 
compete for working capital with 


chemicals, oils, and other industries. 
Money flows to a profitable operation 
and so does talent, and insurance can- 
not afford to continue to lag behind. 

Mr. Blackford wondered if Mr. Gen- 
try’s thinking had been influenced by 
his own experience in one state. 
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Mr. Gentry said he didn’t think so, 
because of his formal training (he is 
a Rhodes scholar) and his contact with 
members of NAII from across the 
country. 


Questions Public Confidence 


Does the public have confidence in 
state regulation? Mr. Blackford asked. 

Mr. Gentry said he doesn’t think the 
public gives any thought to it one way 
or the other except when rate changes 
are being considered. Business men 
don’t understand insurance, much less 
its regulation, and the average mem- 
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ber of the public gives it far less 
thought. 

Mr. Blackford wondered if taking on 
a no prior approval law wouldn’t look 
like an abdication of what little author- 
ity the states have. 
~ The public probably wouldn’t recog- 
nize the difference, Mr. Gentry replied. 
Those persons informed about insur- 
ance would probably regard it as an 
improvement. In view of the past 14 
years, most people would believe there 
is room for improvement. The regula- 
tory system has been static and hasn’t 
kept up with changes in the economy 
or within the business. Those who 
evaluate a change would be the so- 
phisticated ones and they would re- 
gard it as an intelligent move. Mr. 
Gentry said he can’t clear every one 
of the moves he makes in his company 
with his directors in advance, yet the 
directors exercise firm control over 
him. The departments, under a prior 
approval, law, have concerned them- 
selves with the peripheral items, not 
basic functions. 

Isn’t the public more pragmatic, 
doesn’t it want a passer of judgements? 
Mr. Blackford asked. 


Doesn’t Imply No Regulation 


No, answered Mr. Gentry. The NAII 
bill doesn’t advocate or imply no 
regulation. Instead it emphasizes get- 
ting rid of non-essentials and letting 
the states regulate more effectively. 
Most things in the insurance business 
are self-regulating as long as compe- 
tition is allowed to exist. In states 
with the no prior approval statute, 
there hasn’t been any revolution and 
there hasn’t been any hue and cry 
against the insurance departments. 

Mr. Blackford asked about the man- 
ner of informal discussions that some- 
times occur before filings are made in 
some states. 

This is sensible, Mr. Gentry said. It 
gives the company a chance to discover 
what the regulators are thinking and 
act accordingly. 

Smith of Pennsylvania asked Mr. 
Gentry if he would advocate no prior 
approval for a bureau filing and prior 
approval for deviations. 

This is unnecessary, delaying, in- 
consistent, and defeats the concept of 
free competition, Mr. Gentry replied. 

Mr. Smith asked if the no prior 
approval idea shifts the burden of 
proof to the commissioner. 

No, it doesn’t, said Mr. Gentry. It 
might be said to in a sense, but not in 
an important one. The company has to 
supply important* data and has the 
burden to give the necessary answers. 

If the commissioner disapproves a 
rate after it is in effect and the com- 
pany takes it into court, on whom is 
the burden then? asked Mr. Smith. 

That isn’t an unfair situation, Mr. 
Gentry said. The company has sup- 
plied its data and feels it is right. 
The courts generally support admini- 
strative agencies. All the department 
has to do is demonstrate where the 
filing is improper. 

Mr. Gerber asked if it has been 
shown how departments would have 
less administrative work to do if they 
didn’t have to approve rates in ad- 
vance. 

There has been no scientific research 
on this point, Mr. Gentry admitted. 
The conclusions are generally arrived 
at in this area on a practical basis. 

Mr. Gerber went into a series of 
questions about setting up rating stan- 
dards by which the commissioner 
would have definite terms against 
which to relate rates and rating plans. 
Mr. Gentry maintained that the pres- 
ent tests of reasonableness and ade- 
quacy are all that are needed. Mr. 
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Gerber pressed the point about the 
use of factors under the no prior ap- 
proval statute, and Mr. Gentry said 
the states already have the power to 
approve or disapprove a statistical plan 
or statistical agency. He said the force 
of competition takes care of the rea- 
sonableness, there is a definition of 
inadequacy in almost all the rating 
laws, and the states already have the 
power over statistical plans. These 
items give the necessary leverage to a 
department because despite the fact 
that a rate would go into effect with- 
out approval the filing still has to be 
justified. 

Mr. Gerber also pursued the ques- 
tion of whether a security fund might 
not be advisable under a no prior 
approval statute. Mr. Gentry said he 
could see no correlation between the 
NAII bill and need for a security fund. 
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low rates via payroll deductions. Each policy is individualized. Each person 
selects the Accident and Sickness benefits he needs)’ SO Successful. 
Employees want the security, they like the price, and appreciate the 
convenience. Management avoids awkward employee relation problems, 
since covered employees receive income when disabled. And you? 
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Prior Approval Issue Aired At Chicago 


(CONTINUED FROM PAGE 1) 
rating bill for the District of Columbia 
together with the Senator’s comments 
when it was presented. 

Opposition to changing the all-in- 
dustry bills in order to delete the 
prior approval provision came from 
National Assn. of Insurance Agents, 
American Mutual Insurance Alliance, 
Pennsylvania Federation of Mutual 
Insurance Companies and John R. 
Barry, president Corroon & Reynolds. 

Prior approval or no prior approval 
of rate filings is a crucial issue in the 
competitive situation in the insurance 
business. All of the big insurance 
states except California and Missouri 
operate on the so-called prior ap- 
proval system. 


Recent Auto Competition 


The intense competition that de- 
veloped some years ago in automobile 
and now has gone into the dwelling 
field has prompted bureau and non- 
bureau companies alike (with the ex- 
ception of American Mutual Insurance 
Alliance) to. request a change from the 
prior approval statutes. Bureau com- 
panies feel that the rate approval pro- 
cess is too slow to allow them to com- 
pete with independents who seem to 
be able to get approval faster. The 
independents, on the other hand, claim 
that it works just the other way. 

The commissioners have other con- 
siderations in mind besides problems 
within the business. They are politi- 
cians, and rate approval constitutes 
the most visible sign of their authority. 
A change of millions of dollars of 
automobile rates within a state is 
much more of a potent political weapon 
than threatening to revoke the license 
of one company. To surrender this 
right of control over rate changes is 
not appealing to many commissioners, 
while others recognize that their own 
legislatures would not let it happen 
because the legislature then would be 
surrendering its indirect control. Pro- 
ponents of no prior approval point out 
that the same controls would exist 
under their plan but they would be 
exercised differently. The difference 
that hurts politically, however, is that 
the flair would be lost. 


Gerber’s Diligence Noted 


Joseph Gerber of Illinois has worked 
diligently as chairman of the NAIC 
subcommittee that for about 18 months 
now has been reviewing fire and cas- 
ualty rate regulation. A report was 
submitted to the parent body last Dec- 
ember outlining a number of princi- 
ples and suggesting several changes in 
the all-industry laws. Prior approval 
was not given thorough consideration, 
it being such a momentus issue that 
it could not be relegated to second 
rank. It is the rock on which the 
operation of the rating law is founded. 

Prior approval has tended to keep 
rates low. Commissioners could get off 
the hook if they would let higher rates 
become effective without approval, 
but when the rates go down, by the 
same token they would get no credit. 

What will be the outcome of the 
hearing last week? It is doubtful that 
the Gerber subcommittee will be able 
to write a report favoring abolition 
of the prior approval provision. It is 
somewhat doubtful that any law with 
a prior approval provision will be 
amended to exclude that provision in 
any of the states this year. It is even 
considered doubtful in some quarters 
that the Kefauver bill for the District 
of Columbia, which has a no prior ap- 
proval provision, will pass. That is be- 
cause there are too many cooks seeing 


to this recipe. The solution is not clear 
enough, net enough of the questions 
have been answered. 

The presentations made before the 
Gerber subcommittee were far above 
the average presented at NAIC meet- 
ings. The issue is a vital one to all in 
the business, so both sides took pains 
to say their speeches well and to have 
good men representing them. H. Clay 
Johnson, representing bureau compan- 
ies, underwent about an hour of ques- 
tioning after he made his talk, and so 
did Fenton A. S. Gentry, speaking for 
National Assn. of Independent Insurers. 
Perry Epes of North America also was 
closely interrogated, and the questions 
that were asked reflected the real con- 
cern of the commissioners in several 
areas of rate regulation. 


About a week before the hearing, 
the bureaus submitted their rate re- 
gulatory bill, so now there are three 
proposals for amending the all-indus- 
try laws so as to provide for no prior 
approval—the bureau bill, the NAII 
bill, and the Kefauver bill. These are 
powerful forces, and the fact that the 
bills have variations which each group 
considers important is one of the rea- 
sons why it will be exceedingly dif- 
ficult to make over-all changes in 
short order. 

Mr. Gerber had an executive session 
of his subcommittee Thursday morn- 
ing, and opened up the hearing at 
2 p.m. Thursday afternoon. It ran un- 
til 5:30 and on Friday the session 
lasted from 9 until 1. During the time 
of the open session, there was full 
concentration on the matter at hand. 


Five Principal Statements 


The five principal statements were 
made by Mr. Johnson, Mr. Gentry and 
Mr. Epes, each favoring a different 
bill with a no prior approval provi- 
sion; and by George Hanson, general 
counsel National Assn. of Insurance 
Agents, and Paul Wise, assistant gen- 
eral manager American Mutual in- 
surance Alliance, Mr. Hanson ask- 
ing for retention of the all-industry 
approach and Mr. Wise suggesting a 
state by state analysis with an in- 
dication that the alliance favors prior 
approval. 

Several of these statements and the 
questions asked the organization repre- 
sentatives are reported separately. 

A letter was read into the record 
from Donald P. McHugh, counsel of the 
Kefauver subcommittee on anti-trust 
and monopoly favoring the Kefauver 
bill. National Assn. of Insurance Brok- 
ers’ statement favoring elimination of 
prior approval as being in the public in- 
terest also was put in the record. 

Paul S. Wise, assistant manager of 
American Mutual Insurance Alliance, 
elevated the prior approval issue from 
one of basic consideration to a part of 
the broad insurance administrative 
picture, observing that the adoption of 
a position in regard to prior approval 
“must necessarily be controlled by 
one’s general philosophy of rate regu- 
lation and the goals that are to be 
sought through it.” 


Not A Single Problem 


There is not just one rating problem, 
there are many—as many as there are 
rating jurisdictions, Mr. Wise said. 
Adoption of a single answer as attempt- 
ed in the all-industry bill does not 
result in uniform acceptance. Some 
states retain parts of systems they had 
before the all-industry bill, others ac- 
cepted the principle only in part or 
made the new law applicable only to 
certain lines of insurance. Administra- 


23 


Staff personnel from five states at the Gerber subcommittee hearing in 
Chicago last week on the question of prior approval of rate filings. From left, 
L. G. Baine of Louisiana; Tharpe Forrester of Alabama; C. W. Walsh of Penn- 
sylvania; Thomas B. Redd of Virginia; William Fox of Pennsylvania, and D. 
W. Fritz of Michigan. Photo by Harry H. Fuller, midwest manager of the 


National Bureau. 


tion has varied and there is an uneven 
application of rating principles under 
the same law. 

“We raise the question whether those 
who are making the suggestion of a 
single regulatory formula now are re- 
peating a mistake that may have been 
made 15 years ago,’ Mr. Wise observed. 
“Can a single formula of law fit vary- 
ing needs in varying places under vary- 
ing effectiveness of administration?” 


Questioned In Abstract 


Mr. Wise said the industry is being 
asked to consider the advisability of 
the prior approval provision in the ab- 
stract, divorced from its relationship 
to lines of insurance, to the effective- 
ness of administration and the general 
philosophy of the law in which it may 
be included. The alliance has supported 
the prior approval concept and “would 
not join in a wholesale condemnation 
of those states which have adopted 
prior approval laws. . . There are some 
states under prior approval statutes 
that have applied a ‘double standard’ 
of administration. Likewise, we recog- 
nize that under prior approval pro- 
visions rate levels in some instances 
have been arbitrarily depressed... 
While the elimination of prior appro- 
val might bring some hope of relief 
from these problems, it must be recog- 
nized also as opening the door to the 
possibility of full-scale competitive 
warfare. It could lead to the indis- 
criminate use of loss leaders, invite 
danger of insolvency and create such 
instability in the rate making process 
that federal intervention may well re- 
sult.” 

The position of the alliance on this 
issue, Mr. Wise said, cannot be ex- 
pressed as an abstract generalization, 
but only on a state-by-state basis and 
line-by-line in the light of the con- 


ditions which it feels prevail or are 
likely to prevail. 

Thomas J. Finley Jr., executive vice- 
president Pennsylvania Federation of 
Mutual Insurance Companies, said his 
companies are unanimously against 
changing to no prior approval. 

Using the address of Vestal Lemmon, 
general manager of NAII, to that or- 
ganization’s annual meeting last year 
in St. Louis, Mr. Finley countered 
point by point the NAII arguments at 
that time. In Pennsylvania, according 
to Mr. Finley, there is no political 
maneuvering on rates and no undue 
delay in getting them approved. The 
idea of adopting no prior approval is. 
to clear a way for a battle to the end, 
he charged. This hasn’t occurred so 
far in California because the compan- 
ies have held off in hopes that other 
states would change to the California 
system. 


Fears Dog-like Competition 


If prior approval is not maintained, 
Mr. Finley said, loss leaders will be 
offered all over the country in a dog 
eat dog marketing situation. 

Mr. Gerber asked Mr. Finley if his 
federation ever attempted to deter- 
mine what rate making standards 
should be. 

Yes, Mr. Finley said, adding that 
he believes the problem of the bureau 
is partly due to the absence of such 
standards. National Board statistics are 
two or three years old and are some- 
times inadequate, he said. Inter-Re- 
gional won’t permit the bureaus to 
compile their own statistics although 
the local bureaus could do it better 
and faster on a competitive basis. 
Changes to allow this would be of the 
type that would improve standards, 
he said. 

Smith of Pennsylvania asked if the 
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FIRE CLAIMS SUPERVISOR 


Agency mutual company north of Boston 


The growth of our company provides an attractive opening in our 
Fire Claims Department. The man we select will benefit from a century- 
old company headed by tomorrow-minded management. The latest in 
employee benefits will be his also. Offices are located in one of the finer 
residential towns north of Boston. Send short resume to W-58, National 
Underwriter, 175 W. Jackson Blvd., Chicago 4, Illinois. Replies held in 





National Board was slow in supply- 
ing information to its members and 
to the bureau. 

The companies are slow getting fig- 
ures into the board, and the whole 
process is delayed, Mr. Finley answered. 
The independents, however, have their 
figures at their fingertips. 

Mr. Finley’s comments on the Na- 
tional Board were objected to by 
George H. Brown, assistant general 
counsel, who said he would like in 
proper form to reply “didactically and 
categorically.” 

The always colorful presentation of 
John R. Barry of Corroon & Reynolds 
was missing at this hearing. Mr. Barry 
was unable to attend and his paper 
was read by Hugh Garland, vice- 
president of the Corroon & Reynolds 
group. 

Mr. Barry reiterated his familar ar- 
guments in favor of affirmative regula- 
tion, which to him means prior ap- 
proval. 

The remedy, he declared, is “clear 
statutory definition of rate making 








FLORIDA 


Unusual opportunities for: 


FIELDMEN—2—multiple line men with 
good casualty background 


CASUALTY UNDERWRITER—heavy gen- 
eral liability and compensation 


CLAIMS MANAGER—multiple line ex- 
perience 


Established Florida fire company expanding into 
casualty field has above openings. The company 
has an A+ rating, one million capital and over 
two million policyholders’ surplus. 


The men selected to fill these openings will start 
the casualty department and can grow as the 
company grows. 


We want men who are experienced in Florida, 
young, imaginative, sales-minded. Men who want 
to have an active part in building a company 
on a sound basis, and building a career for 
themselves. 


lf this challenging opportunity interests you, 
send full details to W-57, NATIONAL UNDER- 
WRITER, 175 West Jackson Boulevard, Chicago 
4, Illinois. All applications will be acknowl- 
edged and be regarded as confidential. 


WANTED 
SUPERVISING GENERAL AGENCY 


A small, highly regarded New England 
stock company chartered to write all lines 
except Life is interested in enfering sev- 
eral additional states and seek close work- 
ing arrangements with an able and 
experienced Supervising General Agency 
in the states where the company decides 
to enter. An exchange of ideas is invited. 
Write W-53, National Underwriter, 175 
W. Jackson Blvd., Chicago 4, Illinois. 


FIELDMEN WANTED 


National Grange Mutual Insurance Co., multiple 
line, wants fieldman for Illinois (LaSalle office) 
and Ohio—Columbus area. Age 25-45. Car, 
salary, expense account, company benefits. All 
replies confidential. For personal interview 
write: 2 

J. M. Rickabaugh 

Western Agency Mgr. 
2448 Western Ave. 


Park Forest, Illinois 

















DO YOU NEED 
OFFICE SPACE IN 
MINNEAPOLIS? 


We have ideally located land and 
will build on suitable lease for in- 
surance company desiring office 
space in Minneapolis. Contact: 

M. E. Newman, 


710 Builders Exchange Building, 
Minneapolis 2, Minnesota 


WANTED 


A managing general insurance agency with 
principal office located in Chicago desires re- 
sponsible sub-agents with large volume of auto- 
mobile physical damage for retrospective agency 
agreements with guaranteed pre-paid commis- 
sions. Write to W-56, National Underwriter, 175 
W. Jackson Blvd., Chicago 4, Ill. with details of 
agency plant. 








FIRE FIELDMAN 


Michigan field. Experienced producer wanted 
for nationally known multiple line group. Submit 
resume. Salary commensurate with experience 
and ability. Write to W-59, National Under- 
writer, 175 W. Jackson Blvd., Chicago 4, Illinois. 














INSURANCE 
CASUALTY 
FIELD MAN 


Large multiple line stock company has 
excellent opportunity for field man with 
2 to 4 years experience for Mississippi 
territory. 


Send complete resume including experience, 
education & salary requirements, to: Personnel 
Dept. 


GREAT AMERICAN 
INSURANCE CO. 
99 John St., New York 38, N.Y. 





AGENCY FOR SALE 


In Southern California, General Insurance 
Agency, approx $140,000 volume. Clean, 60% 
fire & HO. No target accounts. Price I'/. time 
one year commission. $15,000 down, balance 
over 5 yrs. Agency located in City of 100,000 
plus 300,000 drawing power. XLNT climate and 
only 40 miles to Los Angeles. Write to W-5I, 
National Underwriter, 175 W. Jackson Blvd., 
Chicago 4, Illinois. 


EXCELLENT MANAGEMENT OPPORTUNITY 


Growing General Agency of old line New Eng- 
land Company located in Pittsfield, Mass. in 
famous Berkshire Hills, has opening for qualified 
supervisor. Top opportunity, ideal living con- 
ditions. Starting salary $5.000 plus bonus. Write 
in confidence to W-60. National Underwriter, 
175 W. Jackson Blvd., Chicago 4, Illinois. 











CASUALTY UNDERWRITER 


Excellent opening ig Kansas City service office 
for a man with several years casualty under- 
writing experience. Please call Mr. Harper at 
Kansas City Office—Baltimore 1-5255 or Mr. Eby 
at Chicago Office—Wabash 2-5463 to discuss. 


General Accident Group 

















insurance Analyst for Boston 


New York consulting firm. Appiicant to 
join our staff. Knowledge of property and 
casualty lines essential as well as ability 
to survey insurance schedules and prepare 
written reports, principally for large corpo- 
rate risks. Salary and profit-sharing ad- 
justed to qualifications. Write to W-9, 
National Underwriter, 175 W. Jackson 
Blvd., Chicago 4, Illinois. 


Inland Marine Department of multiple line In- 
surance Company in Middle Atlantic area de- 
sires Asst. Manager for Inland Marine Dept. 
of Home Office. Field and Home Office expe- 
rience necessary. Salary commensurate with 
ability and experience. Write to W-43, National 
enn, 175 W. Jackson Blvd., Chicago 4, 
inois. 





UNDERWRITER—MINNESOTA 
Experienced compensation, general liability. 
Fine opportunity. Minneapolis branch office 
large mutual company. Apply to W-64, National 
Underwriter, 175 W. Jackson Blvd., Chicago 4, 
Ilinois. 














AGENCY FOR SALE 
Located in NW Michigan in beautiful resort 
area, Annual Premiums $75,000. 43% Fire, 37% 
Auto, 20% other lines. Present owner will assist 
new owner for at least 30 days. Sale price 
$30,000. Write to W-54, National Underwriter, 
175 W. Jackson Blvd., Chicago 4, Ill. 


AVAILABLE 
Graduate Wharton School. Presently employed 
in administrative post in multi-line insurance 
company. Twenty years experience in systems 
and procedures including past several years in 
data processing. Seeks challenging systems or 
administrative positions. Write to W-65, National 
— 175 W. Jackson Blvd., Chicago 4, 
inois. 








February 17, 1961 


standards, including the item of under- 
writing profit, together with a require- 
ment that supervisory authorities must 
approve each rate filing before it be- 
comes effective and accompany such 
approval with a statement showing 
how the filing complies, or fails to 
comply, with the statutory standard. 
This should be required whether or 
or 
whether the action taken is approval 


not there has been a_ hearing, 


or disapproval.” 


The bureau, NAII and Kefauver 
bills have in common a provision that 
filings will be continued in effect for 
a certain period, even if the commis- 
sicner finds, after a hearing, that the 
rates are not in compliance with the 
law, and are, therefore, illegal. “This 
must surely be something new in rate 
regulation,” said Mr. Barry, “a provi- 
sion which calls for continued use of 
an illegal rate, and this under a law 
which has ‘reasonable competition’ as 


one of its purposes.” 
Ten Cents Inadequate 


Suppose the commissioner found that 
a rate of 10 cents was inadequate. 
Mr. Barry said it could be used for 
90 days, at the end of which the com- 
pany could file a new rate of 51 cents, 
although the commissioner had deter- 
mined that 60 cents was necessary. 
The proceedings would start all over 
again. “This certainly is not regulation 
of rates by affirmative action of the 


states—it is a complete breakdown 
regulation.” 


The three bills take away the right 
of prior approval from the commis- 
sioner, shift the burden of proof to him, 
and make the commissioner the com- 
plainant, prosecutor and judge. The 
majority of departments could not han- 
dle these rules, “so that in the final an- 
alysis, these bills are designed not to 
eliminate prior approval, but eliminate 


rate regulation.” 


Smith of Pennsylvania asked Mr. 


Garland how the burden of proof 
shifted to the commissioner. 


Because the commissioner has to - 
call a hearing on a belief that the 
filing doesn’t comply with the law, he 
answered. He has to produce the evi- 
dence, and after he does so the bur- 
den is then shifted to the company, 
but initially it’s a department respon- 


sibility. 
Roseburg Explosion Case 
Still In Ore. Courts 





of 


is 





PORTLAND—Oregon supreme court 
heard arguments this month to de- 
termine whether a corporation can be 
charged with manslaughter. The ac- 
cused is Pacific Powder Co., owner of 
a truck which exploded 17 months ago 
in Roseburg, Ore. Fourteen persons 
died and a large part of the downtown 


area was destroyed. 


Because the Oregon courts never 
have decided whether a corporation 
can be charged with manslaughter, all 
seven of the justices heard the case. 

Circuit court dismissed the case on 
the grounds the manslaughter statute 
doesn’t apply to corporations, and the 
state appealed. Several insurance com- 
panies are watching for the final de- 


cision. 


The Juneau office of D. K. Mac- 
Donald & Co., has moved into new 
quarters at 311 North Franklin Street. 





MANAGER 


Our multiple line stock company is in need of 
a Service Office Manager for Milwaukee. We 
are interested in a man with broad multiple 
line experience in Southeastern Wisconsin. 
Please give details of experience in reply to 
W-48, National Underwriter, 175 W. Jackson 
Bilvd., Chicago 4, Illinois. 











Large risk General Agency in Chicago 
will add qualified man to its underwriting 
staff. Minimum 5 years fire and/or casu- 
alty, age to 35. Our people know of this 
need. Submit resume in confidence to 
W-55, National Underwriter, 175 W. Jack- 
son Blvd., Chicago 4, Ill. 





EXECUTIVE UNDERWRITER 


Underwriter with 12 years Lloyd's experience 
interested in moving if sound U.S. company 
engaged in, or planning to enter excess under- 
writing field is looking for an executive under- 
writer. Reply to W-66, National Underwriter, 
175 W. Jackson Blvd., Chicago 4, Ill. 








NOSKER EMPLOYMENT AGENCY 
Insurance Spectolists 34 Years 
Califernia Positions 
Male—Female 
All Lines 
3055 Wilshire Blvd. 





Les Angeles 5 
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Evaluating Risks For Industrial Firm 


The formal approach to risk analysis 
and evaluation for an industrial con- 
cern which was prepared in 1960 by 
Richard Prouty, secretary and insur- 
ance manager of Norton Co., Worces- 
ter, Mass., has attracted considerable 
attention among corporate insurance 
buyers. The insurance council of Ma- 
chinery & Allied Products Institute, 
for which the study was prepared, 
was so favorably impressed that the 
institute published it. It is available 
from the institute, 1200 Eighteenth 
Street, N.W., Washington, D.C., at $1. 

A systematic approach to risk 
analysis and evaluation such as Mr. 
Prouty has prepared helps the insur- 
ance manager recognize exposures, 
judge the frequency of loss occurrence, 
and determine potential dollar loss 
figures, the institute points out. Hav- 
ing done these things, he is better pre- 
pared to plan for loss prevention, self 
insurance, risk transfer, and, of course, 
insurance purchasers. Moreover, to the 
extent that decentralized management 
determines its own insurance needs, a 
formal procedure for risk analysis and 
evaluation permits a company to con- 
trol the way in which this task is car- 
ried out. 

Systematic Approach 

Without a systematic approach, de- 
cisions regarding insurance tend to 
be a series of ad hoc responses to pol- 
icy renewal situations and the recom- 
mendations of insurance salesmen. 
Obviously, the institute states, this can 
cause some serious exposures to be 
overlooked or inadequately covered 
while others are overinsured. 

Mr. Prouty devoted his study to 
corporate insurance and did not get 
into group coverage of employes. On 
the corporate side the insurance man- 
ager’s job is to protect company as- 
sets and earning power from occur- 
rences which currently are causing 
minor losses or which might result in 
a drastic, disastrous, or catastrophic 
loss. 

These occurrences may be man- 
made or acts of God, natural or ar- 
tificial, planned or unplanned, acci- 
dental or intentional. They may be 
related to the business itself, its proc- 
esses, raw materials or products, or to 
employes, suppliers, neighbors, dis- 
tributors, or consumers. 

More important, however, these oc- 
currences are not happening day in 
and day out but are occasional, acci- 
dental, unintentional, and undesired, 
Mr. Prouty notes. His study is aimed 
at determining what these occurrences 
are exactly, how serious they are, 
and what if anything is the corpora- 
tion going to do about them. 


The first thing is to make a survey 
of plant operations. With this the in- 
surance manager can analyze the 
company’s operations to discover, tab- 
ulate, and rate its principal exposures. 
Then he can evaluate each exposure 
to establish a potential dollar loss for 
each. Only then can he discuss intel- 
ligently with management the ade- 
quacy of the company’s programs for 
loss prevention program, self insur- 
ance, transfer of risk, and insurance 
buying. 

One way to create a dependable 
list of significant exposures is to an- 
swer the questions, what does the 
company have to lose, and what ex- 
posures are significant in the busi- 
ness, according to Mr. Prouty. The 
company stands to lose physical assets 
(inanimate objects); financial assets 
(not only money and securities on 
hand but all other current assets ap- 
pearing on the financial statement 
which might have to be sacrificed to 
satisfy a court judgment—plus, im- 
portantly, the company’s ability to 
make a profit). 

Significant exposures can be rec- 
ognized by checking each of the com- 
pany’s assets against all existing perils, 
and by checking each existing peril 
against all assets. Both are used in 
risk analysis, and insurance policies 
are written from both points of view. 
To show the seriousness of exposure 
Mr. Prouty takes a group of commonly 
recognized exposures and assigns to 
each the most applicable of four words: 
Definite (happens regularly), mod- 
erate (happens once in a while), slight 
(could happen but hasn’t), and none 
(could not happen). 

Mr. Prouty then estimates annual 

expected loss, maximum probable loss 
(largest loss which has a fair chance 
of occurring more than once in 40 
years), and maximum possible loss 
(largest single loss which conceivably 
might occur once in the lifetime of a 
business). 
“Mr. Prouty sets down questions to 
be answered in a survey of plant—real 
estate and neighborhood, plant layout 
and description of company-owned 
buildings, incoming power and water, 
on-site power facilities, company- 
owned personal property, personal 
property of others on the premises, 
company-owned equipment off 
premises, transportation services, com- 
pany personnel, outside personnel en- 
tering plant, incoming materials, 
manufacturing processes, loss preven- 
tion activities, sales, terms of shipment 
or sale, customers, and finance. 

He then charts the exposures and 
rates them as to frequency. 


Apparently fore- 
seeing astute FBI 
work, New Zea- 
land officers smil- 
ingly present 
$100,000 check to 
Vice-president Al- 
bertus Taapken of 
Crocker-A n glo’s 
interna tion- 
al banking depart- 
ment, after money, 
insured under ma- 
rine cargo policy, 
was stolen from an 
airliner safe while 
en route to San 
Francisco from 
Hong Kong. FBI, 
however later 
nabbed cargo 
agent, who con- 
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fessed to theft. All but $150 was recovered in safe deposit boxes in three banks, 
one of them being Crocker-Anglo. From left are Robert H. Higginbotham, 
marine secretary, Elwood Godsall, U.S. manager of New Zealand, and Mr. 


Taapken. 





Ex-Commissioner Ashley 


Joins Indiana Blue Cross 


James K. Ashley, retiring Indiana 
commissioner has joined Indiana 
Blue Cross-Blue Shield as program 
consultant. He entered insurance as 
an agent for American National and 
later went with Indianapolis Life. He 
joined the Indiana department as Ist 
deputy commissioner in 1958. 


Md. Cas. Raises Dividend 


Maryland Casualty has increased its 
quarterly dividend from 37% cents to 
45 cents a share. The first payment 
at the increased rate will be made 


April 20 to holders of record March 30. 


Engfer In Milwaukee Post 
Of Employers Liability 


Employers Liability has named Mel- 
vin G. Engfer assistant branch man- 
ager at Milwaukee. He joined the group 
in 1943 as an underwriter. For the past 
10 years he has been superintendent of 
underwriting at Milwaukee. 


To Study Merger 

Virginia Casualty & Surety Assn. 
and Virginia Stock Fire Insurance 
Field Club have voted a committee be 
appointed to study the merger of the 
two organizations. Mariners Club of 
Virginia also will be invited to par- 
ticipate in the study. 





PRITCHARD AND BAIRD 


REINSURANCE 


Consultants 


best. 








REINSURANCE 


Through latermediaries Only 


FIRE—CASUALTY 
THE STUYVESANT INSURANCE COMPANY 


Reinsurance Department 
1105 Hamilton St., Allentown, Pa. 
HEmilock 5-3541 


and 


Intermediaries 


Fully prepared through long experience to serve 


intelligently those Underwriters who demand the 


‘WE ARE WHAT WE DO”’ 


| 123 William Street, New York 38, N. Y. 


WOrth 4-1981 





Service Office 
141 West Jackson Bivd., Chicago 4 
HArrison 7-8432 
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McHugh Finds Abuses In Examinations; Gives Remedies 


(CONTINUED FROM PAGE 16) 
maintain operations within the law’s 
requirements, Mr. McHugh suggested. 

Surprise examinations would make 
companies chary of the practice re- 
ported to the subcommittee last spring 
in which reinsurance dollars ceded 
abroad are returned to the insurer at 
the end of the year solely for the pur- 
pose of presenting a more favorable 
picture in the convention examina- 


tion reports. 
The timing of examinations might 
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also be correlated with the investiga- 
tion of complaints filed against compa- 
nies. The complete informality in the 
processing of complaints and the lack 
of definite procedures have rendered 
ineffective the handling of complaints 
and the possible prosecution of unfair 
trade practices. Seldom are these com- 
plaints the subject of field investiga- 
tions by insurance departments. Re- 
ferrals of complaints are made to 
parties involved, and the answers 
submitted are analyzed for appropri- 


3 














ate action by the departments. While 
all complaints obviously would not 
justify field examinations, serious com- 
plaints could be utilized to trigger 
company examinations in which the 
complaints are thoroughly investi- 
gated while the company’s financial 
position is being ascertained. 

A routine processing of complaints 
in mechanical fashion serves only to 
waste manpower and _ accomplishes 
little good. A more intensive field in- 
vestigation of a limited number of 


et nee 








Standard Accident...the Professionals’ Company 





The Wanamakers, M. Jay and W. O. (left and 
right above) of Wanamaker Agency, Inc., Topeka, 
are firm believers in, and ardent practitioners of, 
the thoroughly professional approach to insurance 
counsel and service. To this end, both gentlemen 
have achieved the Chartered Property and 
Casualty Underwriters designation, and together 
operate one of the most successful agencies in 
Kansas. And W. O. Wanamaker states... 


**A professional agent can only do the job he has 
been trained to do when he has the benefit of 
professionally-minded insurance companies to 
represent. Specifically, to professionally serve our 
customers we need a working combination of— 
insurance knowledge,—companies with the proper 
underwriting facilities, plus a most important 
qualification . . . the desire to properly serve the 
insurance needs of the public. We feel the thoroughly 
trained representatives of Standard Accident 
approach their job with just that attitude. 


In short, in our opinion Standard Accident is a 
professionally-minded company. We have rep- 
resented Standard since 1935. We’re proud of 
the fact that it is our leading company. And we 
look forward to at least another 26 years of pleas- 
ant, profitable relationship with the Company.” 


Interested in representing a professional company? 
If so, we’d be interested in having you with us. 
Drop us a line, won’t you? 


Tit 
*°:°S STANDARD ACCIDENT 
Srrag\' 
INSURANCE COMPANY 
640 TEMPLE AVENUE « DETROIT 32, MICHIGAN 
CASUALTY e FIRE e MARINE e FIDELITY e SURETY 


SN, SYMBOL OF SERVICE FOR 76 YEARS 
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complaints, with the possible institu- 
tion of formal enforcement action, 
would be a more effective deterrent 
to improper practices, Mr. McHugh 
believes. 

Salaries are grossly inadequate to 
attract qualified personnel to most 
state insurance departments, he con- 
tinued. The subcommittee found that 
for a five-year period the median sal- 
ary of insurance commissioners in- 
creased from $7,900 in 1951 to $10,180 
in 1957. While this trend is favorable, 
the amount frequently is not sufficient 
to attract highly competent people. 
This is especially true where industry 
offers considerably higher induce- 
ments for qualified executives. Salary 
inadequacies were apparent for most 
other professional positions in the in- 
surance department. 

Inadequacy of commissioners’ sal- 
aries has been aggravated by the short- 
ness of tenure of office. There is 
little prospect for career service. Five 
and a quarter years was the median 
tenure for supervisory officials at 
the time of the subcommittee’s in- 
quiry. In 1921 the average tenure was 
approximately 4% years. Thus there 
has been no significant increase in 
tenure for Many years. 

The dignity of the insurance com- 
missioner’s office must be maintained 
if the heavy responsibilities are to be 
properly discharged. It is demeaning 
for commissioners to be required to 
attend semi-annual meetings of NAIC 
and other necessary trade meetings 
unless they are given adequate funds 
for living expenses commensurate with 
their station. The result is dependence 
upon the largesse of company officials 
for dining and entertainment, with the 
consequent danger of undue influence. 
Moreover, insurance commissioners 
should have available a moderate en- 
tertainment allowance. Such practice 
would greatly enhance the commis- 
sioner’s prestige and tend to elevate 
his importance in dealings with top 
company officials, Mr. McHugh said. 
Inadequate Funds 

The states have never faced up to 
the problem of providing sufficient 
funds to do an adequate job of insur- 
ance regulation, he continued. The 
subcommittee found that in 1957 the 
states collected premium taxes of $456 
million on a total of $25 billion pre- 
mium volume. Out of its take of nearly 
half a billion dollars, the states spent 
only about $17 million for insurance 
supervision. Only 4.27% of the total 
revenue collected by way of premium 
taxes was spent on insurance regula- 
tory activities. 

While the premium tax is designed 
for general revenue, both insurance 
companies and agents pay substantial 
fees for the services rendered by the 
department. Professor Kimball in his 
study of the Montana insurance com- 
missioner noted that these fees ex- 
ceeded $150,000 in fiscal year 1958-59. 
For this same year the insurance 
budget was about $53,000, making a 


THE OLDEST INSURANCE 
COMPANY IN THE WORLD 


55 FIFTH AVE., NEW YORK 
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Meeting outside the new and enlarged offices of Wineman Bros., insurance 
brokers and consultants, in the Insurance Exchange Building, Chicago, are, 
front, from left, John Wineman, president, and Leo J. Sheridan, chairman L. J. 
Sheridan & Co., management agent of the building and (rear) Orr Goodson, 
general manager of the Exchange, and Harold Hines, executive vice-president 


of Wineman Bros. 





profit by the insurance department for 
the state of over $100,000 for the year. 
With regulatory budgets failing to keep 
pace with the expanding volume of 
business, and expenditures less than 
even the amounts collected for regula- 
tion by way of license fees, the states 
certainly cannot claim to have met 
their obligations to the insurance- 
buying public, Mr. McHugh declared. 


Obligation On States 


One great virtue of state regula- 
tion is its proximity to problems at 
the grass roots and its ability to re- 
spond promptly to such conditions. But 
this can also be a weakness. Insur- 
ance commissioners frequently be- 
come prisoners of local pressure groups 
acting to safeguard their own position 
in the market. Retaliatory tax laws 
and restrictive licensing provisions are 
examples of this protectionist spirit. 
Since the artificial political boundaries 
of the state cannot define the limits 
of the national | business of insurance, 


commissioners must be vigilant in re- 
sisting pressures from both domiciliary 
companies and local agents’ associa- 
tions. 

In 1927, Mr. McHugh continued, 
Professor E. W. Patterson published 
his definitive study of the insurance 
department office—‘‘The Insurance 
Commissioner in the United States.” 
The subcommittee noted in its report 
of August, 1960 that many of his crit- 
icisms are still valid and that no seri- 
ous effort has been made by the states 
to implement many of his recommen- 
dations. Criticism of these and similar 
defects in state regulation are now 
being renewed. The anti-trust subcom- 
mittee warned that the regulatory 
structure of state administration is in 
jeopardy unless there is substantial 
improvement in substance and admin- 
istration. With the federal govern- 
ment now engaged in the task of put- 
ting its own administrative house in 
order, the states are duty bound to do 
likewise, Mr McHugh concluded. 
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Aetna Casualty Raises 
Morrison, Two Others 


Douglas N. Morrison has been ad- 
vanced from assistant secretary to 
secretary of the claim department of 
Aetna Casualty and Standard Fire. 
Williard W. Harris and Blaney C. Tur- 
ner have been named assistant secre- 
taries of that department. 

Mr. Morrison joined the group in 
1926 and suceessively became chief 
claim examiner, superintendent in the 
A&S claim division, and assistant sec- 
retary in 1952. 

Mr. Harris, with the group since 
1939, was in supervisory capacities in 
the Columbus, O., and Cleveland claim 
units before his transfer to New York 
City where he has been superinten- 
dent of the claim division. Mr. Tur- 
ner has been with the organization at 
Cleveland since 1926 and has been an 
administrative assistant in the claim 
department there. 


Marsh Promoted At L.A. 


William L. Marsh has been promoted 
to marine manager at Los Angeles by 
American. He began in insurance in 
1947 as a marine underwriter with 
Swett & Crawford in Los Angeles. Six 
years later he joined American as a 
marine supervisor. 


Davis At Okinawa For AFIA 


American Foreign Insurance Assn. 
has named James M. Davis manager 
at Okinawa. He joined AFIA in 1954, 
was appointed an assistant in the Tok- 
yo branch in 1956 and was advanced 
to assistant manager of Japan in 1959. 
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Company that still reveres 
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That's our relationship 
with independent agents 
... tops in every respect 
... like the multiple-line 
facilities we provide 


them. 
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S. C. Insurance Forum Attracts 1,000 


The accompanying photograph shows 
two of the participants in the first an- 
nual South Carolina Insurance Forum 
at Columbia, Commissioner William 
F. Austin, left, and Gov. Ernest F. 





Hollings. More than 1,000 attended 
the luncheon and 760 the banquet. The 
forum was sponsored by the state 
insurance department. 

The panel on qualification of insur- 
ance companies and agents had John 
S. Ripandelli, actuary of the Florida 
department, filling in for Broward 
Williams, administrative assistant to 
the Florida commissioner. Lloyd E. 
Greer, manager of South Carolina 
Assn. of Insurance Agents, moderated 
the panel on automobile liability in- 
surance and financial responsibility, 
and Arthur C. Mertz, general counsel 
of National Assn. of Independent In- 
surers, appeared as a panelist in place 
of J. W. Hurteau, assistant director of 
the state motor vehicle department. 
This discussion made a number of 
points against compulsory auto liabil- 
ity insurance, for which there is some 
sentiment in the state, against changes 
in the present assigned risk plan, and 
against the current move in_ the 
state to force insurers to give reasons 
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for all auto policy cancellations. 

The governor said the state insur- 
ance department is rapidly taking its 
place among the competent ones of 
the country. Yet this may not be 
enough. The threat of federal regula- 
tion and Washington centralism is real. 
“The bureaucratic proliferation of fed- 
eral agencies is the curse of our times 
—and invariably it is attended by the 
midwife of state indifference.” That is 
why the state launched its program 
of strengthening the department, he 
said. 


Discusses Licensing 


At the panel on strengthening com- 
pany and agency qualification, J. Ed- 
win Schachte of Charleston, past pres- 
ident of the agents’ association, said 
that presently the requirements with 
respect to licensing of agents “are 
somewhat less than those required for 
attaining a barber’s license.” 

At this session also, it was generally 
agreed that the $100,000 minimum 
surplus requirement for starting an 
insurer in the state is far too low. In- 
surers that are organized in South 
Carolina and then withdraw to con- 
duct their business by mail came in 
for sharp criticism. 

At the panel on A&S, Millard Bar- 
tels, executive vice-president of Trav- 
elers and president Health Insurance 
Assn. of America, outlined the rela- 
tive merits of term A&S—which an 
insurer may choose not to renew and 
frequently may cancel during the term 
—and more permanent forms of cov- 
erage. 


Demand For Term 


There is still a large public demand 
for coverage against perils in short 
term situations, Mr. Bartels said— 
travel, to cover students, sporting 
events, interludes between jobs in- 
volving major changes in coverage, 
and the like. Many employers provide 
sick leave benefits in accord with a 
schedule in which duration of benefits 
increases with an increase in the 
length of continuous service. Thus an 
employe with considerable continuous 
service has less need for permanent 
coverage than an employe with short 
service. 

Price is the key difference between 
short and long term coverages. Pric- 
ing of the latter is more difficult than 
of short term. Bad health increases 
with age; economic conditions must be 
considered, as life companies learned 
in the 1930s when disability insurance 
covering loss of income became known 
as “depression insurance.” 

But there is a growing trend toward 
permanent coverages, “guaranteed re- 
newable for life,’ for example. 


Cancellatien Virtually Vanished 


Cancellation of health policies has 
been reduced virtually to the vanish- 
ing point, he said. Cancellation of in- 
dividuals doesn’t exist under group 
policies. Of the remaining three out 
of 10 persons with individual policies, 
a third have guaranteed renewal pol- 
icies, a third have policies with com- 
panies that have voluntarily restricted 
their right not to renew, and the other 
third have policies subject to cancel- 
lation (or one out of 10). 

Mr. Bartels warned that the A&S 
business lives constantly in the shadow 
of possible government monopoly. To 
fight this threat requires freedom of 
experiment. The A&S business is ex- 
panding voluntary coverage as rapidly 
as possible and must be free to com- 
pete for the expendable dollar, he 
declared. 
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Quality Of Claims 


Personnel Improving 

Donald E. Matthews, adjuster of 
Great American of Columbus, O., 
writes anent the recent editorial, Some 
Reasons for Settling Claims: 

I do not feel that it is generally con- 
ceded that the quality of loss and claim 
men is becoming substandard. On the 
contrary, the picture is becoming bet- 
ter every day with more young men 
with better educational backgrounds 
entering this challenging and interest- 
ing field. 

It easy to lay the blame on the 
claims people for over and under 
payment of losses and claims. But it 
is also logical to go further and find 
out the “whys” and “why nots” of 
company policies that allow this situa- 
tion to develop. 

The adjuster is akin to the last link 
on the static chain of any gasoline 
truck. He is the one touching the 
ground and creating the visible spark 
—but when that link leaves the ground 
there can only be danger ahead. 


Ga. Legislators Look Into 


Insurer Claim Practices 

At Atlanta a special committee of 
the Georgia legislature conducted a 
hearing into claim practices of insur- 
ers. Certain companies, chiefly the 
large writers of automobile liability, 
were charged with bad faith in set- 
tlement of claims by Rep. Brooks of 
Fulton, author of the resolution cre- 
ating the committee and authorizing 
the inquiry. 

Legislation has been proposed to 
give Commissioner Zack Cravey au- 
thority to rule on all disputed claims 
of up to $300 if requested by the pol- 
icyholder. One legislator opposed this 
because it would put the commis- 
sioner in the claims adjusting business. 


Columbus Claims Men 


Install Koetz, Keitz 

Ed Koetz, Ohio Casualty, has been 
installed as president of Columbus 
Claims Club. Richard Keitz, Nation- 
wide Mutual, is vice-president; Rich- 
ard Shoemaker, U.S.F.&G., secretary, 
and R. B. Rodocker, Lumbermens Mu- 
tual Casualty, treasurer. 


Aetna Fire Transfers Lilly, 


McKinley to IIl., Missouri 

Aetna Fire has shifted State Agent 
Thomas T. Lilly from Missouri to 
Springfield, Ill. He will be succeeded 
in Missouri by James C. McKinley, who 
has been state agent at Lansing, Mich. 
Mr. McKinley has also had experience 
in the Colorado field. 


Deuster Named Assistant 


To Kemper Group Chairman 

Donald E. Deuster has been ap- 
pointed assistant to James S. Kemper, 
chairman of’ the Kemper companies. 
With the group since 1956, Mr. Dues- 
ter started with the Excess Under- 
writers division and was later trans- 
ferred to the Kemper home office legal 
department. 


Milwaukee Casualty Adjusters 
Hear Kennedy On Investigations 

Jack Kennedy, president General 
Investigations of Chicago, addressed 
the February meeting of Milwaukee 
Casualty Adjusters Assn. His subject 
was “Arson and Explosion Investiga- 
tions” and his talk was complemented 
with slides covering some of the larger 
fire and explosion cases. 
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Johnson Of Royal Heads 
Cleveland I-Day Card 


H. Clay Johnson, executive vice- 
president of Royal-Globe, will be 
luncheon speaker March 6 at Cleve- 
land Insurance Day. His talk is en- 
titled “Individualism and Insurance.” 

Following a keynote address by Su- 
perintendent Stowell of Ohio, a CPCU 
workshop on package policies will be 
moderated by Richard D. Conway. 
Panelists will be William E. Wilson, 
William J. Schlaudecker of American 
Casualty, and James J. Holland of 
Travelers. 

Coverage on public and institutional 
properties will be discussed by Edgar 
R. Phinney, North America; DeEtta 
Hart, America Fore Loyalty; and Wil- 
lis L. Davis. 

In the afternoon, agency production 
and management will be analyzed. 
Participating in this discussion will be 
Fred E. Gilner, Wilson, McBride agen- 
cy; Jack I. Hersh, Dorsey agency; Ray- 
mond G. Murdock, Neale-Phypers 
agency; Russell C. Balzer, U.S.F.&G.; 
Harry T. Moreland, Maryland Casu- 
alty; and E. O. Pierce, St. Paul F.&M. 

The Cleveland Board will conclude 
the program with a film on the Chi- 
cago school fire. 

William E. Wilson is general chair- 
man of the I-Day event. 


Cincinnati Ins. Acquires 
43 Acres For HO Site 


Cincinnati Ins. Co. has acquired 43 
acres of land north of the city of Cin- 
cinnati in the new Circle Freeway 
area where it will erect a new home 
office to replace the present building, 
completed in 1957. 

Premium writings of Cincinnati in 
1960 increased 22% to a total of $4,- 
787,635. The combined loss and expense 
ratio was approximately 91%. 


Jones Promoted In A&S 
By Maryland Casualty 


G. Kenneth Jones has been ap- 
pointed assistant manager of the A&S 
department of Maryland Casualty. He 
joined the company in 1952 as an un- 
derwriter in the home office A&S di- 
vision. In 1957 he was transferred to 
Newark as a special agent and re- 
turned to the home office in 1959 as a 
special representative in the A&S 
department. 
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Henty, Lewis Named 
By Canadian Surety 


Sterndale Henty and David A. Lewis 
have been elected assistant general 
managers of Canadian Surety, sub- 
sidiary of American Surety. Mr. Henty 
has been with Canadian Surety more 
than 30 years. He was appointed treas- 
urer in 1948 and secretary-treasurer 
in 1957. He will retain the latter post 
in addition to his new duties. 

Mr. Lewis has been in insurance 
since 1938 when he joined American 
Surety in New York. He was manager 
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at Portland, Ore., nine years before 
joining Canadian Surety at the head 
office in Toronto. 


N. J. 1752 Club Elects 


At its annual meeting in Newark, 
the New Jersey 1752 Club elected J. 
Fred Hildner, Merrimack Mutual, pres- 
ident; H. Neil Whiteside, Grain Deal- 
ers Mutual, vice-president; Harold E. 
Detwiler, Pennsylvania Threshermen’s 
& Farmers’ Mutual Fire, secretary, 
and John J. Flynn, Pennsylvania Lum- 
bermens Mutual, treasurer. 


No Policy When Insured 
Pays Premium By Credit 


(CONTINUED FROM PAGE 7) 
interests of the principal, has made 
the agent its agent for the purpose of 
transmitting cash or equivalent to the 
company. If the agent pays the com- 
pany, the conditions for the contract 
have been fulfilled. Here, however, 
the agent did not pay the principal, 
the principal did not receive anything 
for or in lieu of premium. There was 
not shown any agreement, course of 
conduct, or accounting or arrange- 
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ment whereby the principal took the 
agent for the debt; nor was it shown 
that the agent was charged on the in- 
surer’s books as personally owing the 
premium to the company. 

Insured sought to show that by 
agreeing to the agency’s sale to sat- 
isfy its creditors the insurer lost its 
right to deny the premium was paid. 
It is true, the court said, that where 
all creditors agree to accept their pro 
rata part in full payment of the in- 
debtedness, they are bound. But where 
this reasoning shifts gears is in as- 
suming that an assignment in full pay- 
ment of Beaman’s debts paid insured’s 
debt, or, to be more exact, insured’s 
unpaid premium. For it to have dis- 
charged insured’s obligation there 
must have been acceptance of Beaman 
in lieu of Hutcheson as obligor in re- 
spect to insured’s premium, either by 
way of novation, or something anal- 
ogous thereto, or by ratification of 
Beaman’s unauthorized act. 


Creditor’s Knowledge 


There can be no novation without 
the knowledge and consent of the 
creditor, the court ruled. 

Nothing in the evidence shows or 
implies that when the company agreed 
to the arrangement for disposal of the 
agency it knew the account between 
Beaman and Hutcheson had _ been 
transferred and made a part of the 
total supposedly due the company by 
Beaman. “A principal is not to be 
charged with the knowledge of the 
agent when the agent is acting be- 
yond the scope of his authority and 
adversely to the principal and for his 
and another’s purpose,” the appeal 
court said. Also, since no premium was 
paid for the policy, tender of return 
of premium was not a prerequisite to 
cancellation. Consequently, there was 
no estoppel and no contract. 

Mann, Walter, Powell, Burkart & 
Weathers of Springfield appeared for 
the insurer, Pufahl & Collins of Bo- 
livar for Hutcheson. 


Agents Open Fire On Fund 


New York State Assn. of Insurance 
Agents has adopted a resolution calling 
on the governor and the state legisla- 
ture to study the operation of the 
workmen’s compensation State Fund. 
The resolution points out that the 
State Fund is aggressively and un- 
fairly competing with private insur- 
ers. 

As a non-taxable commercial busi- 
ness, the agents say, the fund saves 
considerable money at the expense of 
the taxpayer and is free from regu- 
lation of any kind. The association 
will distribute the resolution widely. 
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Advises NAIA To Revise Position On Group Accident Soliciting 


(CONTINUED FROM PAGE 1) 
efforts of those companies to institute 
competition and still expect them to 
remain faithful to the agents and the 
agency system, he declared. 

Agents must outsell direct writers 
or they are defeated. No amount of 
mere opposition, even through strongly 
worded resolutions, will win without 
aggressive competition instituted by 
the agents. 

NAIA should not oppose any policy 
or mode of solicitation merely be- 
cause it is competition to members as 
individuals, Mr. Sheldon declared. This 
is particularly true when those pol- 
icies or methods are simply refine- 
ments and groupings of policies and 
methods which the members them- 
selves have used in part. This is also 
particularly true when this competi- 
tion appears in a field where the 
members of the NAIA have not dem- 
onstrated their ability to satisfy a 
public need, especially in A&S. There 
are a few notable exceptions of mem- 
bers who have done outstanding jobs 
of production in this field. But in 
travel accident coverages they have 
largely followed a procedure of pas- 
sively providing some coverages if the 
customer asks for them. 


Sales Effort Only Will Work 


Any amount of breast-beating about 
others business methods is not likely 
to make any money for members, he 
said. Only their own sales efforts can 
do that. He wants an opportunity to 
compete, without being impeded and 
perhaps excluded from the opportu- 
nity to compete by what he believes 
to be ill-advised opposition of NAIA, 
“of which I am proud to be a member.” 

The NAIA resolution about Stand- 
ard of Indiana has had the effect of 
condemning all multiple solicitations 
of travel accident insurance even by 
NAIA members for insurers adhering 
to the agency system. The assump- 
tion in the resolution is that the public 
is already well taken care of by local 
agents and has no need for this form 
of coverage. If that were true, the 
public would not buy the coverage. 
However, Mr. Sheldon said he under- 
stood that Standard Oil received an 
immediate response of 5% of its credit 
card holders, and subsequent responses 
have been coming in at so rapid a pace 
that the most conservative estimate 
of participation is 8% and is expected 
to reach 10%. The company has ap- 
proximately 1,200,000 credit cards in 
force in the parent company alone, 
and 8% of them amount to 96,000 peo- 
ple at an annualized premium of $20. 
That represents a premium of $1,920,- 
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000 and is expected to go higher. As 
an agent, he said, he has a profound 
respect for that kind of premium fig- 
ure. 

Does this demonstrate that inde- 
pendent agents have met the public 
need for this kind of coverage? Mr. 
Sheldon thinks it means that an offer- 
ing of good coverage, properly priced, 
to a part of the public under circum- 
stances alluding to obvious exposure 
to travel accident is appealing, par- 
ticularly with the added ease of pur- 
chase through the use of a credit fa- 
cility. One attraction probably was the 
death benefit coverage in addition to 
basic income accident coverages which 
these insured already had. 


Diner’s Club Solicitation 


Mr. Sheldon pointed out that the 
Diner’s Club solicited its card holding 
members for an unusual travel acci- 
dent policy. The solicitation was made 
by mail and was returnable to the 
Diner’s Club except in New York, 
where the organization set up a local 
agency, apparently owned by the club. 
The coverage was underwritten by 
Beneficial Standard Life, Beneficial 
Fire & Casualty and Fidelity Inter- 
state Life as represented by licensed 
agents. Apparently the club uses agents 
for countersignature upon the club’s 
selection unless the applicant demands 
another agent licensed by the club. 
So far, Mr. Sheldon has been unable 
to find any official protest of this so- 
licitation by NAIA. 

Hilton’s Carte Blanche, a mixture 
of hotel service merchandising and 
independent credit card facility, di- 
rectly solicited all of its credit card 
holders without any reference to the 
use of a licensed agent. Its solicitation 
piece had to be closely read to find 
that the name of the insurer was Con- 
tinental Casualty. So far as Mr. Shel- 
don can find, there has been no con- 
certed attempt to determine whether 
or not Carte Blanche is licensed in all 
of the states to sell insurance. It is 
understood the policy is issued under 
a group contract. He said it stretches 
the imagination to conceive of these 
credit card holders constituting a 
group as that term generally has been 
understood. However, it may be ap- 
proaching the same validity which the 
members of several state agents’ as- 
sociations have achieved in the group 
policies issued through them. 

Mr. Sheldon finds no evidence that 
Carte Blanche or Continental Casu- 
alty are paying commissions to inde- 
pendent agents. Also, he knows of no 
official protest by NAIA. 


Standard Oil of Indiana made its 


solicitation over the signature of an 
officer but placed on the printed letter 
at the lower left corner the name of 
Martin R. Flink Jr. Mr. Flink is a li- 
censed insurance agent employed by a 
licensed corporate agency apparentiy 
owned by Standard Oil. The existence 
of such so called “captive” agencies 
is well known and is relatively free of 
particular criticism as a matter of the 
practical “facts of life.” 

Mr. Sheldon said he was not sym- 
pathetic with the solicitation by a 
non-insurance man nor with the use 
of an insurer not generally known for 
its use of independent agents as its 
sole method of sales production. The 
insurers in case of Standard Oil are 
Bankers Life & Casualty and Dubuque 
Fire & Marine. It is understood that 
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some commission is being paid to at 
least one agent who is a member of 
NAIA and that countersignature laws 
are being complied with. 


Many Use Mail 


Many companies, including Bankers 
Life & Casualty, solicit A&S by mail 
(apparently directly and not through 
agents). That practice develops a con- 
siderable amount of premium volume. 
The regulatory laws in many states 
may be weak in A&S, permitting such 
sales sometimes apparently without 
even entering the company, much less 
licensing agents. 

Mr. Sheldon observed that many 
NAIA members and others use Afco, 
Thico and other company plans, banks, 
their own resources and even depart- 
ment store credit accounts to finance 
premiums and make collections for 
them. Such practices importantly in- 
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clude mortgage firms and building and 
loan associations frequently controlled 
by those agents. 

NAIA members frequently use di- 
rectories, lists of names from profes- 
sional listing companies, and some spe- 
cific semi-captive lists of names from 
trade associations, unions, mortgage 
firms, political employes, garage cus- 
tomers and finance firm customers 
for solicitation purposes. 

Therefore, why do agents object to 
Standard Oil’s solicitation? Certainly 
they object to the apparently direct 
solicitation from an oil company with- 
out the use of an independent agent, 
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even though they did not object to a 
similar solicitation from the captive 
credit card company of a prominent 
hotel chain or even from a pure credit 
card company that belatedly adopted 
some token commission recognition of 
its own selected agents. 


Most Have Used Lists 


Do agents object to the use of a list 
of names as prospects, Mr. Sheldon 


asked, Most agents have used this ad- 
mittedly good method of prospecting 
in at least some degree and probably 
have obtained or alleged the blessing 
of some of the sources of those lists. 
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Do agents object to the use of some- 
one else’s credit facilities to make at- 
tractive the purchase of policies from 
agents and to make those collections 
for them? Such an objection would be 
ridiculous in view of the agents’ prac- 
tically universal use of such facilities, 
he said. It might be argued that in 
many cases the charge for such exten- 
sion of credit or collection of premi- 
ums is definable and added to the pre- 
mium. But this is not always the case. 
For instance, the time honored prac- 
tice of extending customers up to 90 
days of credit, using company funds 
for which agents are given similar 
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credit time, would not fit such an ar- 
gument. 

Agents object to an oil company or 
any other non-licensed business re- 
ceiving commissions, as such, on in- 
surance premiums. However, agents 
all have paid for lists, credit facilities, 
mailing costs and the sales backing 
through tacit or expressed blessing 
from other businesses, he said. Such 
payments sometimes are in money and 
others by means of prestige recipro- 
cation or other non-monetary consid- 
erations. Certainly there is precedent 
if not real justification for legitimate 
payment by agents for such services 
on the part of others. 

It is Mr. Sheldon’s belief, corroborat- 
ed by many verbal expressions of oth- 
ers as well as many editorials, he said, 
that the NAIA resolution and position 
of opposition will not cause this form 
of insurance selling to disappear. It is 
more likely to spread enormously in 
this field of accident insurance because 
it is apparently popular with the pub- 
lic. The only effect such a stand will 
have will be to prevent members and 
perhaps the companies they represent 
from participating in such sales and 
serve again to drive a large segment 
of the premiums to direct writers by 
the deliberate default of agents. 

He suggested defining the attitude 
of the NAIA so as to make it clear to 
the public that NAIA opposes the sale 
of insurance by non-insurance firms 
and that they can buy their needed 
coverages from qualified independent 
agents. Such a stand would require 
agreement that solicitation of lists of 
prospects names, even if they are hold- 
ers of specific credit cards, is not only 
legitimate but an avenue open to mem- 
bers. NAIA would need to make clear 
to companies that agents agree to 
their sale of such coverages but only 
through licensed agents in each state. 
He believes that the NAIA should 
aggressively find the means of getting 
its member agents at least their fair 
share of such business and not ca- 


* pitulate to the direct writers. 


Anti-Trust Counsel Gets Post 


Paul R. Dixon, counsel of the Senate 
anti-trust and monopoly subcommittee 
and staff director of the Senate anti- 
trust panel that directed investigations 
of administered prices in steel, auto- 
mobiles, oil, and drugs, has been ap- 
pointed chairman of Federal Trade 
Commission. He began his career as a 
trial attorney with FTC in 1938. 
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North America Backs Kefauver Bill 


(CONTINUED FROM PAGE 4) 
prior review requirement has not pre- 
vented it.” 

Mr. Epes said North America has 
certain reservations about the Nation- 
al Board bill on the score of aggrieved 
parties and charges for the work prod- 
uct. 

When the all-industry bill was con- 
ceived, the U. S. as a matter of na- 
tional policy was encouraging the flow 
of American dollars into foreign coun- 
tries in order to bolster the economies 
of friendly nations. The all-industry 
bills gave the non-admitted insurers 
an advantage in the American market. 
Today the government is urging avoid- 
ance of foreign purchases in order to 
protect the dollar, and Mr. Epes said 
any new bill should give domestic 
companies equal opportunity to com- 
pete for business with the non-admitt- 
ed companies. He suggested language 
to accomplish this end. 


Questions Double Standard 


Smith of Pennsylvania asked about 
the double standard of treatment un- 
der the all-industry bills between 
bureau and independent companies. 
Mr. Epes agreed with the earlier com- 
ments of H. Clay Johnson of Royal- 
Globe, that there is a double standard, 
but he said it worked to the advan- 
tage of the bureau companies. 

Rinehart of Alabama wondered if 
the North America bill would put the 
bureaus in a position of being advisory 
and statistical organizations. 

It would under the Kefauver bill, Mr. 
Epes said, because that bill would pro- 
hibit rates being binding on the bur- 
eau members. 

Mr. Rinehart asked if the non-ad- 
mitted provision suggested by Mr. Epes 
would mean throwing the rating laws 
out the window. 

Mr. Epes said he didn’t think so. 
In the first place the business must 
be eligible for surplus line treatment, 
and the company seeking it must be 
meeting a specific offer. 

How does a no-filing law make it 
easier for a commissioner? Mr. Rine- 
hart wondered. 

It is a step beyond the “file-and-use” 
law in that it takes away routine and 
allows the commissioner to concen- 
trate on important matters and make 
better use of his resources. In Califor- 
nia, Mr. Epes said, where North Amer- 
ica filed low rates, the department 
was able to give special study to this 
situation. 

Mr. Rinehart indicated a concern 
over the burden imposed on the com- 
missioner to find problem areas and 
cope with them. 

The insurance laws give ample pow- 
ers to call for a production of records, 
revoke licenses, etc, Mr. Epes replied. 

That sort of says that commissioners 
are unnecessary except to examine for 
financial stability, Mr. Rinehart re- 
marked. 

That certainly is one of his main 
roles, Mr. Epes replied, plus making 
sure the rate level is proper. 

Mr. Blackford said political inter- 
ference is an industry bugaboo. The 
commissioners don’t cry about it. He 
said he can’t accept the protestation 
that commissioners are being relieved 
of a problem. 

Mr. Epes replied that North America 
believes there should be more com- 
petition and its own record shows it. 

Mr. Musser said the no prior appro- 
val idea looks like a forced 90-day 
reprieve on examining filings. 

Mr. Epes said it should be relatively 
easy to detect what are routine and 
what needs attention. 

Has the all-industry law stifled com- 


petition? asked Mr. Gerber. 

This is a question of degree, Mr. Epes 
said. The California type law permits 
more competition than the all-industry 
law. 

As an independent, is North America 
unable to compete for business written 
by non-admitted companies? asked Mr. 
Gerber. 

Yes, Mr. Epes said. 

Doesn’t the fact that U. S. compan- 


ies are more selective enter the pic- 
ture? 

That applies, but so does the delay 
in getting rates approved, Mr. Epes 
answered. 

Mr. Gerber asked if the no prior 
approval law wouldn’t put the states 
in the position of shooting craps with 
loaded dice as concerns the small com- 
panies which follow bureaus even as 
to inadequate rates. 

The statistical provisions of all the 
suggested bills are the same as the 
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all-industry law, so the same safe- 
guards exist, Mr. Epes explained. 


Query On Non-Admitted Risks 


Doesn’t the no prior approval law 
leave a company at the same dis- 
advantage as the all-industry biil as 
as far as non-admitted risks are con- 
cerned? asked Smith of Pennsylvania. 

Mr. Epes said the no prior approval 
is one step, but his recommendation is 
a no filing provision for non-admitted 
business. 
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Newspaper Survey 
Pinpoints Insurance 
Purchasing Patterns 


Who are the best customers for in- 
surance? 

To dig out the answer to this ques- 
tion, the Chicago Tribune conducted a 
study of purchase patterns among al- 
most 3,000 metropolitan Chicago house- 
holds. 

Among the highlights of the study: 

Families headed by adults between 
35 and 54 years of age are better auto 
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insurance customers than households 
headed by younger or older persons. 
The 35-54 age group, which represents 
49.5% of the households in the Chicago 
market, accounted for 56.4% of auto 
insurance purchasers. 

Families headed by adults over 55 
years of age (which account for 28% 
of the total households in the market) 
represented 20.9% of auto insurance 
buyers. 

The 18-35 year bracket (represent- 
ing 22.5% of the market) accounted 
for 22.7% of auto insurance purchased. 

As might be expected, family income 


is a dominant factor in distinguishing 
between buyers and non-buyers of 
insurance. The study indicated that 
29.9% of households with annual in- 
comes of $8,000 or more, accounted for 
41.7% of auto insurance buying. 


More Customers In Suburbs 


Suburban families appear to be 
slightly better insurance customers 
than those in the city. Suburban house- 
holds (representing 40% of the total 
households in the Chicago metropolitan 
area) represented 45.6% of the auto in- 
surance buying households. 














You've changed the insurance phases of your company’s operations into a model of modern efficiency, and 
realized many savings as a result. But until you also eliminate those inefficiencies involved in such non- 
insurance functions as policy and forms printing, handling and distribution, you will still be operating 
under a heavy burden of unnecessary costs. 

Companies of all sizes, operating both nationally and regionally, have discovered that Uniform’s exclusive 
Golden Circle System can introduce the greatest efficiency here, and assure their field forces of faster service, 


at lowest cost. 


The six Golden Circle System services... forms design, printing. storage. imprinting, distribution and inventory 
control...can be combined to streamline your policy and forms handling operations, too. Find out now 
about the savings in time, cost and space which today’s most modern forms handling method can bring 
to you. Get the facts in the CASE from your 


youre 
doing 








{——< et 


























when are 
you going 
to finish? 





Uniform Representative. 


| Ini 


orm 


PRINTING & SUPPLY 


Division of Courier-Citizen Co. 


165 Jackson Street, Lowell, Mass. 


Golden Circle System Supply Centers: 


ed 
Lowell, Mass.« Allentown. Pa.* Gainesville, Ga.« Kendallville, Ind.* Centerville, la.e Jacksonville, Tex.e San Francisco, Cal. 




































February 17, 1961 


Chicago Claim Assn. 
Hears Eastman Discuss 
Am. Arbitration Assn. 


An unusually large gathering was 


on hand at the February meeting of 1 
Chicago Claim Assn. to hear an ex- | 


position of the background and func- 
tion of American Arbitration Assn. 

Program Chairman Bernard Klemm, 
Continental Casualty, introduced the 
speaker, Jack Eastman, vice-president 
American Arbitration Assn., and the 
meeting was presided over by Harry 
W. Hoffman, United of Chicago, in 
his usual genial fashion. 

Mr. Eastman noted that his organi- 
zation had been founded 35 years ago 
as a result of a merger between two 
New York arbitration groups—Arbi- 
tration Foundation (a branch of the 
local chamber of commerce) and Ar- 
bitration Society of America (a law- 
yers’ group). 

The speaker said that while few 
segments of American business are as 
conservative as is insurance, many in- 
surance companies are beginning to 
turn to arbitration as a means of set- 
tling claims. 


Good Public Relations 


Arbitration as a means towards set- 
tlement is also good public relations, 
Mr. Eastman suggested. He said that 
while America Fore Loyalty group’s 
recent offer to submit to arbitration 
personal injury cases now clogging 
Chicago courts is much more than a 
public relations effort, a secondary re- 
sult of such an offer is surely to put 
the company in a favorable light as far 
as the public is concerned. It shows 
the public that this company does not 
fear fair, outside jurisdiction of its 
claims. 

Another advantage of arbitration, 
Mr. Eastman noted, is that it is fast. 
In New York today it is not at all un- 
usual for an accident case to wait 
some seven years before it even comes 
to trial. At this point in the speech, 
many knowing groans came from the 
Chicago adjusters, who are as familiar 
with such a situation as are their 
eastern cousins. 

The next meeting of Chicago Claim 
Assn. will be March 8. This will be 
the annual education clinic and Fred 
Kemp, Prudential, invites topic sug- 
gestions from interested members. 
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Maryland Casualty 
Has Marked Gains 


Maryland Casualty broke into the 
profit column with an underwriting 
gain of $276,107 
for 1960 in con- 
trast with a loss 
of $1,549,060 in 
1959. Written pre- 
miums were up by 
$4,870,370 to $136,- 
878,800. Unearned 
premium reserve 
increased by $3,- 
257,974 to $75,581- 
194. Policyholders 
surplus was up to 
$80,344,689 from 
$75,659,282. 

The company has increased its an- 
nual dividend rate from $1.50 to $1.70 
a share, effective with the next pay- 
ment April 20 to stockholders of rec- 
ord on March 30. 

Investment income rose 7.9% to 
$6,596,163 in 1960. Net operating in- 
come was $6,588,115—a gain of $2,- 
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056,982 over 1959. Earnings per share 
on stock outstanding in 1960 were $3.79 
compared with $2.09 per share in 1959, 
computed on a comparable basis. 

William T. Harper, chairman and 
president, noted in his report to stock- 
holders that the company has estab- 
lished a management development 
division which has a comprehensive 
program to assure an adequate reserve 
of trained personnel for key positions. 
The work of the new division encom- 
passes the company’s long standing 
plan of recruiting and training younger 
men and is coordinated with the per- 
sonnel department. 

Casualty premium writings in 1960 
were up by 2% to $111,366,082. Auto 
lines rose by 0.5% to $59,608,500; 
workmen’s compensation by 1.7% to 
$23,089,329, and miscellaneous casu- 
alty coverages by 5.5% to $28,668,253. 
Auto continued unprofitable while WC 
produced a profit and the miscellane- 
ous casualty lines were highly satis- 
factory. 

Fidelity and surety writings were 
up 9.5% to $10,340,438. Over-all, they 
produced a profit. Contract bonds, 
which account for 40% of bonding vol- 
ume, showed a small underwriting loss 
due to failures in the construction 
business. Mr. Harper believes that 
expanded building in 1961 of public 
projects should improve this situation. 

Fire and marine writings reached 
$15,172,280, a gain of 13.3%. Under- 
writing results were not up to expec- 
tations due to a record breaking fire 
loss year and the impact of Hurricane 
Donna. 

Assets rose to $252,509,943 in 1960 
from $240,632,348 in 1959. 


Preliminary Plans For 


N. Y. Agents’ Convention 

New York State Assn. of Insurance 
Agents at its annual convention at the 
Hotel Syracuse, Syracuse, May 7-10, 
will introduce an innovation this year. 
The report of the administration by 
Robert B. Douglass of Potsdam will be 
given at a Monday luncheon session. 
The popular local board forum will 
again be presented Monday morning. 
Ben Hemiey of Jamaica, regional vice- 
president, will preside. 

The theme for the convention will 
be “The Big I in ’61”’ and will empha- 
size advertising by independent agents. 
An extensive ladies program has been 
planned, including a luncheon and en- 
tertainment at the Syracuse Country 
House Monday and a fashion show and 
luncheon Tuesday at the hotel. 

L. F. Lighton of Syracuse is chair- 
man of the committee on arrange- 


ments. Members of that committee, 
also from Syracuse, are Irving L. 
Shimberg, Charles F. Farrington, 


Thomas H. Munro, Carl A. Young, 
George W. Brenneman and Warren 
Eveleth. 


Agents’ Group Appoints 


Personnel Of Committees 


Guy T. Warfield, Baltimore, presi- 
dent of National Assn. of Casualty & 
Surety Agents, has appointed stand- 
ing committees of the association for 
1961. The chairmen are E. Stuart 
Windsor, Baltimore, production cost; 
Donald Denton, Charlotte, N.C., surety 
bonds; E. B. Berkeley, Cleveland, nu- 
clear energy; Mr. Warfield, federal 
legislation; Robert J. Noble, Wichita, 
public relations; Edwin P. Simon, Chi- 
cago, contact with Factory Insurance 
Assn.; Lyle S. McKown, Minneapolis, 
research; John C. Weghorn, New York 
City, state regulation of insurance; 


Victor D. Blakely, Topeka, finance and 
membership. 


Employers Liability 


Names Donohoe In O. 
Employers Liability has appointed 
Robert E. Donohoe regional manager 
of the southern Ohio department at 
Cincinnati. He has been in the west- 
ern department at Chicago, where he 
served as special agent, agency su- 
pervisor and assistant manager. 
OK Reliance Capital Increase 
Reliance stockholders have approved 
an increase in authorized capital from 
$12 million to $24 million. This involves 
doubling the present 1.2 million shares 
of $10 par value. It is contemplated 
that close to 500,000 of the shares will 
be offered to Standard Accident stock- 
holders in line with the proposed ex- 
change of stock between the two com- 
panies. 
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Morreale With Boston 
At Atlanta In Marine 


H. C. Morreale has been appointed 
inland and ocean marine underwriter 
in Atlanta by Boston group. 

Prior to joining Boston, Mr. Mor- 
reale had inland and multi-peril un- 
derwriting experience with National 
Fire and before that with Sun-Royal 
Exchange-Atlas group and Atlantic 
Mutual. 

Insurance Society of New York will 
be presented with an American flag 
on Feb. 27th in commemoration of its 
60th anniversary by insurance post of 
the American Legion. James Donovan, 
of Watters & Donovan, New York law 
firm, who is chairman of the library 
committee, will accept the flag for 
the society. 
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Editorial Comment 


Transferring A Problem Doesn't Solve It 


One of the most penetrating assess- 
ments of the idea of taking automobile 
accident claims out of the courts and 
establishing a system similar to that 
of workmen’s compensation to handle 
them has been made by Roger B. 
Hunting. Mr. Hunting, a New York 
attorney, directed the “joint research 
project on court and calendar con- 
gestion” of Columbia University law 
school and New York City Bar Assn. 

He pointed out that several pro- 
posals have been made to reduce court 
congestion (and speed up justice), in- 
cluding one that has received but little 
attention—a reduction in the influx of 
claims and cases themselves. 


“One drastic method suggested for 
decreasing the influx of cases into 
courts,” Mr. Hunting recently stated, 
“has been the so-called compensation 
system, which would accomplish that 
result most simply, by sending all 
cases elsewhere.” 

That is it. 

The compensation system, for which 
many insurance executives have had 
more sympathy in recent years of au- 
tomobile underwriting losses, would 
simply transfer claims and suits from 
the courts to an administrative estab- 
lishment yet to be set up and staffed. 
If there were enough people properly 
trained or trainable to man such a 
system, there is still some doubt among 
those close to the auto accident claim 
business that the net time between 
claim and its settlement by payment 
or non-payment would be much re- 
duced. 


Whether the insurers would have a 
better chance to stay in the black on 
automobile liability if such a system 
were established and claims paid on 
the basis of pre-determined schedules 
($1 for a broken arm, $2 for a broken 
leg) is still being debated. Those in 
favor believe that the auto liability 
insurance business would be stabilized 
by such a move, and that an under- 
writing margin would be more certain 
than is the case at present. 

However, there is one hole in the 
roof of “stability” over the present 
workmen’s compensation _ business. 


That is unlimited medical, in effect in 
most states, which is a factor of greater 
uncertainty than anything presently in 
the automobile liability business. It 
forces the insurer (and reinsurer) to 
guarantee a cost that is unpredictable. 

There is no reason to believe that 
legislators would put a limit on medi- 
cal for automobile injuries. 

Thus, the compensation system 
promises the saving of little or no 
time for the claimant. Such a system 
would reduce his recovery, especially 
in cases of serious injury, or that of 
his beneficiary in case of the death of a 
successful man. 

From the viewpoint of the insurer, 
if a schedule of payments would save 
off the top of the big ones, it is likely 
to increase the certainty of payment 
of more small ones, and the company 
still would face the problem of paying 
for unlimited medical, by itself, or 
through reinsurance premiums. Instead 
of utilizing (perhaps it needs some 
expanding) the present judicial sys- 
tem, which at least has the merit of 
being manned and in operation, it 
would create a new one that required 
staffing, training, and long seasoning 
to produce whatever results it is cap- 
able of. —K.O.F. 





James F. Crafts, president Fireman’s 
Fund, has been appointed general 
chairman of the 1961 Invest in America 
committee of northern California. 


Victor B. Levit, member of the San 
Francisco insurance law firm of Long 
& Levit, has been elected chairman of 
San Francisco Municipal Conference. 
He has been vice-chairman. Recently 
he was chosen outstanding young man 
of San Francisco for 1960 by editors of 
the city’s three newspapers. 


William J. Thompson, retired vice- 
president of Royal-Globe group, and 
Miss Frances Elmore of Mount Vernon, 
N.Y., were married in New York City 
on Feb. 11. Mr. Thompson was for- 
merly general manager of Royal- 


Globe’s New York metropolitan de- 
partment. He retired in 1957 after 38 
years with the companies. 


Arthur H. Jens, Illinois branch man- 
ager of Fireman’s Fund, has been 
elected the 50th president of ee 
Engineers’ Club. 


Deaths 


E. V. STARKWEATHER, 85, who 
retired in 1947 as superintendent of 
the improved risk department of Royal 
at the New York head office, died at 
his home in East Orange, N.J. He had 
been with the Royal group 25 years, 
and previously was a fire underwriter 
with Caledonian and America Fore. 
He was graduated from Armour In- 
stitute in 1899 as an electrical engi- 
neer. He was a charter member of 
Conference of Special Risk Under- 
writers. 





THOMAS M. SWEENEY, 83, pres- 
ident of the New York brokerage firm 
of H. Mosenthal & Sons, died at 
Orange, N.J., Memorial Hospital. He 
joined the firm in 1905 as an engi- 
neer. Earlier he had been with Ohio 
Inspection Bureau and New York Fire 
Insurance Rating Organization. 


ARCH D. W. TIFFT, 40, Philadel- 
phia agent, died. 


WILSON F. CARROLL, 81, who op- 
erated his own agency in Vicksburg, 
died at his home. In the business for 
50 years, he started in 1909 with Mis- 
sissippi Advisory Rating Bureau, and 
later, was with St. Paul F.&M. and 
Continental, and also in the independ- 
ent adjusting business. 


CHARLES F, PEDDIGO, 31, sprink- 
ler department engineer of Pacific 
Fire Rating Bureau, Los Angeles, died 
following surgery for a heart condition. 


JACK N. BLATHERWICK, claims 
manager of the J. H. Silversmith gen- 
eral agency of Denver, died. 


C. W. SODERSTROM, 76, manager 
of Illinois Inspection Bureau for 18 
years, died at Chicago. A native of 
Sweden, his career included service as 
supervisor of rates with both the Min- 
nesota and Oklahoma insurance de- 
partments before joining Illinois In- 
spection Bureau in 1920. He was ap- 
pointed manager in 1933 and retired in 
1951. He was president of Bureau 
Managers Conference in 1944-45. 

Two of his three sons are in the in- 
surance business. Carl Soderstrom is 
vice-president of Alexander & Co. 
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agency of Chicago, and William holds 
an executive position with American at 
Newark. 


FRANK H. AUBLE Jr., 42, North 
Carolina special agent of Grain Deal- 
ers Mutual, died when his car left the 
highway and overturned near Colum- 
bia, S.C. He was returning from the 
South Carolina Insurance Forum at Co- 
lumbia. Mr. Auble joined the com- 
pany in 1947 and was assigned to the 
North Carolina territory in 1950. He 
was a past president of Southern 1752 
Club. 


LOUIS H. WISNER, 53, executive 
assistant in the western department 
of Sun, died at Alexian Brothers Hos- 
pital, Chicago. He started with Sun 
in 1924 at Chicago and served in a 
number of departments, concentrating 
on automobile where he became super- 
intendent. He was a past president of 
Automobile Superintendents Club of 
Chicago. 





Stocks 


By H. W. Cornelius of Bacon, Whipple & Co. 
135 S. La Salle St., Chicago, Feb. 14, 1961 


Bid Asked 
$ $ 
Pmt COORG cccecercecsesersssersessesesee 124 128 











Aetna Fire 99 102 
American Equitable ............000 22% 24% 
American, Newark 2842 29% 
American Motorists 17 18 
Boston 334% 35 
Continental Casualty ..........006 98 101 
GR Be TT GIBE oacscccsssececscssssscscses 80 84 


Federal 63 65 


















ROIS, TNE, sccsscsccccciserncsocstnsionss 57% 60 
III TING”. ssceiasisiretesnennnieiedaasaictnsste 125 130 
Glens Falls 38% 40 
GRRORE AOTICRET oisiveccsciscscccsessssecsecee 54 56 
PD TID setnsncstsntntoticerionicsssiiaces 65 6612 
Hanover 474%2 49 
SN: TOE Tg. Wha. detseenisicscsscasencscsonvion 64 66 
Ins. Co. of No. America ............ 924% 94 
Jersey Ins. 34% 36 
Maryland Casualty  ............c000 40% 42 
Mass. Bonding .......... 42% 45 
National Fire ....... 138 143 


National Union ..... 43% 45 








New Amsterdam Ca 66 68 
New Hampshire ... 57 59 
North River ............. 434% 45 
Ohio Casualty ...... 28 30 
Phoenix, Conn. ... 87 90 
PEO. WIR. cncssescorsvnens 224% 23% 
Reims. Comp. CF WW. Y. csccssscscsccccsssse 24 26 
Reliance 61 63 
Rs Oe ME Oe sesencaciconesscnssecensoosees 69 72 
Springfield F. & M. ..... 39 41 
Standard Accident ........ 58% 60 
ID dikiscscinsscticnsice “ 105 107 
Fee. nn -” 46 474 
fe | Rar ede ee 34 35% 


More Wins F or Defendants 


Cook County Jury Verdict Reporter, 
the weekly publication which provides 
summaries, statistics, etc., on personal 
injury cases in Chicago, reports that 
in the week ending Feb. 10, defendants 
won 11 of 17 cases, and two of the six 
remaining were deadlocked. Awards 
last week totaled $13,500 out of a de- 
mand of $380,150. 

Since Sept. 1, when the courts re- 
opened after the summer recess, de- 
fendants have won 148 cases, plaintiffs 
125 and 17 have been deadlocked. 
Juries have awarded $1,828,322 in dam- 
ages, or less than 25% of the total de- 
manded in all cases of $8,820,454. 


Maxwell Joins Cathcart & Maxfield 

George C. Maxwell, formerly vice- 
president of Charles F. Murphy agency 
of Minneapolis, has joined Cathcart & 
Maxfield agency of St. Paul, one of the 
Twin Cities’ oldest insurance agencies, 
as vice-president in charge of fire and 
marine. 


San Diego Blue Goose Pond heard 
Robert Smith, executive manager of 
that city’s convention and tourist bu- 
reau, speak at the February meeting. 
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Comments On The Insurance Field 
From The Investment Dealer’s Chair 


By LEVERING CARTWRIGHT 
Cartwright, Valleau & Co., Board of Trade Building, Chicago 


In the face of a selloff in the general market last week’s insurance stocks 
were not only resistive but many continued to stage a private bull market. The 
cascade of annual statements has commenced and they make stimulating read- 
ing. There are dividend increases and stock dividends. 

Reports that Aetna Casualty will unveil stirring figures added 4 points to 
that stock and it closed Friday at 124. Aetna Life, at 10414, picked up 3. Con- 
necticut General was 8 higher at 456. Franklin Life went up easily to 94, plus 
3, Great American staged an impressive advance of 3 points to 54%. K. C. 
Life was all on the bid side, none offered, and was wanted at 1470, up 60 points. 

Lincoln National was halted by a sizable supply of stock at 250. Monumental 
Life, still all bids, was 64, against 62. New Hampshire at 5642 was up 2% 
points. Ohio Casualty, long dormant, suddenly came into substantial demand 
and went up 2 points to 28 with no stock available. St. Paul, with its usual 
exhilarating statement, added a point at 68%. Standard Accident continued 
to rise as its affiliation with Reliance seems more and more certain to come 
about. U. S. Life went back up to 55 after having retreated to 50. 

American General was sought after and moved up a point between sales; 
it went out Friday at 37 bid. Life Insurance of Georgia which had been 
slumbering in the low 60s was bid up to 73 with no stock being offered. Wash- 
ington National, which has been staging a steady advance from its low point 
of 43, sold at 56. United of Chicago broke into new high ground at 40 and then 
was bid up to 43. National Fire, on a surprisingly good statement, in the face of 
Donna, was all on the bid side at 135. American National of Galveston got going. 
This issue has been troubled by an abundance of stock—33 million shares— 
along with trust and estate liquidation. But there is evidence that the congestion 
has been relieved and buying became aggressve in it. 

The newer and promotional company stocks have not shared in the present 
upthrust. 

ote} tee 

Another positive step in the experimental linking of life insurance and sec- 
urities distribution! An SEC registration statement has been filed for a mutual 
fund to be handmaiden to Midwestern United Life of Indiana. It is said that 
Chester Tripp, the eminent Chicago investor (Television & Electronics Fund 
among other things) will have a big hand in it. Executive Fund Inc. of Mary- 
land is the name. Executive Management Corp. is the principal distributor and 
it’s owned by Midwestern Companies Inc. Phil J. Schwanz is head man and 
spark plug at Midwestern United. 

The Commercial & Financial Chronicle Feb. 9 runs a study of Reliance In- 
surance. 

Cortez Life of Grand Junction, Colo., has made a SEC filing of 500,000 
shares at $3 per copy. First American Investment Corp. of Phoenix has filed 
2% million shares ($2), the proceeds to be used to acquire control of Western 
Heritage Life. Walter H. Johnson, president of Dakota Reinsurance Corp., of 
Yankton, S.D., is quoted as saying he is searching for an underwriter of a 
public offering of stock in this company. Registration is expected of 120,000 
shares of Guaranty National Insurance of Colorado, with Copley & Co., 
Colorado Springs, as the underwriter. 

—li|— 

Peninsular Life of Jacksonville is proceeding advisedly to get its stock out 
of the low priced range. A reverse split is proposed, to give one share of $5 par 
value stock for each five shares of $1 par. Peninsular stock has moved up 
about 10% in the market recently and is bid $41%%. Laurence F. Lee Jr., in a 
letter to stockholders, says that most stocks that sell in this range are specula- 
tive. Peninsular, he observes, is not in such a league. Peninsular’s kissing 
cousin—Occidental Life of N. C., is also a low priced issue—$5 bid. 


—ill— 

In connection with recent publications of bid prices for stocks of numerous 
insurance companies questions are asked as to the significance of these quota- 
tions. The bid figure is never the price at which the investor or speculator 
can acquire the stock. It is the exit price in the professional market. This is 
what the broker can get for it. Then a commission is subtracted from that. The 
inside offering price is always higher than the bid and the investor then must 
pay a commission on top of that. The bid price is the most solid comparative 
reference point but it must not be taken as the retail selling price. 

The spread between the bid and asked varies. For instance in such a readily 
traded issue as Travelers the spread is usually but one point, sometimes it’s 
as close as one-half point. A one point spread here is less than one percent: 
Many of the low priced issues on the other hand will have a far greater spread 
proportionally. Thus in a stock that is bid $3 and offered at $3.50 the spread is 
16%. Going back to Travelers that would mean 16 points. In some of the ex- 
tremely inactive issues the bid price may have very little significance. It is 
simply a price that a broker has registered as what he would be willing to pay 
if any were offered. There are trades at such a figure but sometimes a bid of 
this kind is just a way to start an auction. 

National Reserve Life of Topeka is proposing a novel revision of capital. 
There are presently 42,000 shares of $10 par value stock. Up to 20,000 of these 
may be converted into a new class of non-voting shares that would not be 
entitled to stock dividends. They would, however, receive a greater cash 
dividend. This is offered to those who might prefer a higher yield. At the same 
time N.R.L.I.C. proposes to increase its authorized shares, thus hinting the 
possibility of a stock dividend. 

The annual statement of Hartford Steam Boiler reminds the investor that 
here he gets a participation in a bundle of prime insurance investments, as 
H.S.B. owns: 14,000 shares of Aetna Casualty, 2,400 Aetna Fire, 24,000 Aetna 
Life, 1,800 Boston, 5,000 Conn. General, 16,880 Hartford Fire, 3,800 Phoenix, 
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Ohio Farmers 1960 
Report: Income Up, 
Underwriting Better 


Further improvement in underwrit- 
ing experience for 1960 was reported 
by President C. E. Curtis at the annual 
meeting of Ohio Farmers. 

Total net income resulted in a sur- 
plus gain of $1,308,000 after income 
tax. Surplus at year end was $13,196,- 
750 and that of Superior Risk, wholly 
owned subsidiary, was $5,763,238. Net 
premiums written by both companies 
amounted to slightly over $32 million, 
an increase of $3,704,000. 

Mr. Curtis commented that continued 
severe automobile losses, fierce com- 
petition in all lines and mounting costs 
of materials and services combined to 
hold underwriting profit to 1.3% of 
earned primiums, and he predicted 
that the same conditions would exist 
throughout 1961 and beyond. 

Directors reelected for three-year 
terms are Paul M. Jones, president of 
Old Phoenix National Bank of Medina, 
O.; John J. Joseph, vice-president of 
Ohio Bell Telephone Co.; and Mr. Cur- 
tis. 

Copley Presides 


Frank Copley, Sandusky, O., presided 
over the annual meeting of the Agents 
Assn. Kenneth Lawyer, director of 
bureau of business research of Western 
Reserve University, spoke on “Dynamic 
Change in the Insurance Industry.” 
New officers of the association are 
Roy Donnelly, Marietta, O., president; 
Harold Sparks, Sabina, O., vice-presi- 
dent; and C. D. Palmer, Columbus, 
secretary-treasurer. 

John J. Joseph, director, was toast- 
master at the annual banquet. Vice- 
president Dwight D. Montgomery pre- 
sented 25-year service awards to the 
following agents: John F. Leonardi, 
Highwood, Ill.; William C. Ieuter, Ot- 
tawa, Ill.; H. Basil McCoy, Evansville, 
Ind.; Charles Hamilton, East Cleve- 
land; Paul L. Richards, New London, 
O.; Robert E. Clark, Anderson, Ind.; 
O. A. Taylor, Frankton, Ind.; and Al- 
bert L. Ricker, Canton, O. 


Dannecker Conducts School 


The annual insurance school was 
conducted by Arthur C. Dannecker Jr., 
director of advertising and public re- 
lations. Theme of the program was 
“The Challenge of ‘Sixty-one,’” and 
three workshops were offered to agents 
and guests. 

Workshop No. 1, “Less Work—More 
Sales,” was a session on how to reduce 
internal office paper work and was 
under the chairmanship of Eckley 
Chase, research manager. In this work- 
shop, four speakers presented papers: 
George Berry, Wheeling, W. Va.; John 
Angus, Cincinnati; Henry DuPont, 
Canton, O.; and Jack McKeown, Ver- 
milion, O. 

The second workshop, “Successful 
Use of Budget Plans in Today’s Com- 
petitive Market,” was conducted by 
Jean Hiestand Jr., attorney of the Ohio 
Farmers companies. Speakers were 
Robert Beauchamp, Wabash, Ind.; 
John McDonnell, Dearborn, Mich.; and 
Howard Cailor, Youngstown, O. 

The third workshop was entitled 
“A Good Personality Helps You De- 
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Great American Has 
Underwriting Gain, 
Peak 1960 Record 


Great American had a profit of 
$245,767 from underwriting in 1960 
compared with a 
loss of $269,262 in 
1959. Written pre- 
miums were down 
to $143,067,901 
from $147,290,468, 
reflecting the in- 
creasing impact in 
1960 of moves be- 
gun in 1958 to re- 
fine the quality of 
business. 

Policyholders 
surplus rose to 
$208,501,398 from 
$200,724,682. Unearned premium re- 
serve was down by $3,280,009 to $97,- 
384,516. Assets moved up to $391,958,- 
014 from $387,871,548. 

W. E. Newcomb, chairman and pres- 
ident, noted that the favorable under- 
writing trend, which started in late 
1959, continued through 1960. A profit 
was achieved despite Hurricane Donna 
which cost Great American $4,056,653 
—second highest storm loss in its 
history. 

Ratio of losses and loss expenses to 
premiums earned was 61.2 and ratio 
of underwriting expenses to premiums 
written was 39.5 compared with 61.2 
and 39.1 in 1959, respectively. 

Investment income rose by 5.1% 
over 1959 to $12,323,875. Net operating 
earnings in 1960 were at a record 
$12,440,252 or $4.30 per share com- 
pared with $3.93 a share in 1959. 





William Newcomb 


President’s Observations 


Commenting on intensified competi- 
tion, Mr. Newcomb stressed the con- 
sequent need to continue cost reduc- 
tion methods, to improve coverage and 
service and to merchandise in a mod- 
ern way. He noted that internal ex- 
pense reduction had been achieved 
through budgeting of all major expense 
items and the adoption of more effici- 
ent methods and procedural systems. 

Opportunities for the company and 
its agents are at a peak, Mr. Newcomb 
said. He cited success in the sale of 
the company’s attractively priced Se- 
lect Driver auto form, merchants and 
storekeepers, commercial property, 
homeowners, and motel and apartment 
coverages. Valuable assistance in com- 
pany planning was gained through the 
series of agents’ conferences in 1960 at 
which producers and company offi- 
cials exchanged ideas on marketing 
and administration, Mr. Newcomb 
stated. These meetings will continue. 

He reported progress in 1960 in 
licensing Great American Life in vari- 
ous states. It is expected that this 
company will be completely staffed 
early in 1961 and that operations will 
begin shortly thereafter. 





velop Dollars!” This advertising and 
marketing session was directed by Mr. 
Dannecker, and speakers were J. B. 
Bagne, Rochester, Minn.; J. R. Roby, 
Mansfield, O.; and Cy Friedman, Du- 
buque, Ia. 





14,000 Travelers. 


The parade of plusses last week also included Bankers National Life, 2%; 
Hartford Steam Boiler, 3, (and at 101 another insurance issue to cross the cen- 


tury mark); Liberty National Life, 3; 


Southland Life, 3; Southwestern, 34; 


United Services Life, 3; Hanover, 2442; Hartford Fire, 2; Home Insurance, 2. 

Wisconsin National Life, which ran up to 50 in 1959, effervescent with a 100% 
stock dividend, and then retreated to 28 last fall, got into the all wanted column 
and was 35 bid Friday, with the best offering 37. 
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H. Clay Johnson Tells Why He Favors No Prior Approval Law 


(CONTINUED FROM PAGE 2) 
Johnson emphasized, there is either no 
competition in the business or the 
same price is established for all com- 
petitors. ; 

Fifteen years ago attention also was 
given to the “assumed desirability” of 
a statutory requirement for adherence 
by members and subscribers to bureau 
rate filings made on their behalf, Mr. 
Johnson said. The all-industry pattern 
of rate regulation contains specific 
requirements for such adherence, and 
this had a direct bearing on the prior 
approval question, since it suggested 
the need for prior approval as a means 
of preventing abuses which might 
otherwise flow from the enforcement 
of the adherence requirement 


“Our thinking today is the exact 


the risk of heavy loss 


Every time you drive... rides with you 


ake sure your policy 
M pays off 


COMPLETELY! 
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INSURANCE assoc 
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converse,” he declared, “which is to 
say that, since we now contemplate 
that the total elimination of statutory 
adherence and the elimination of rat- 
ing organization rules of adherence 
(except to the extent voluntarily 
adopted by and conditionally applied 
to members thereof... ), we see no 
need for retention of a concomitant 
prior approval provision ... To the 
extent prior approval was originally 
thought to be an indispensable corol- 
lary to rules of adherence, then it 
should follow that abandonment of the 
latter should permit a similar abandon- 
ment of the former.” 

Mr. Johnson said that among the 
practical reasons for recommending a 
new prior approval statute is the 
avoidance of delay in giving effective 
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rate changes, and the resulting re- 
sponsiveness of the bureau to competi- 
tive needs, the latter being accentuated 
by the appearance of multi-peril 
policies and their separate classifica- 
tion for ratemaking purposes which 
have stripped rating organizations of 
large areas of control over rates and 
forms, leaving them completely subject 
to competitive trends. 


Wrong To Retard Competition 


“It is wrong to have companies 
which remain full members and sub- 
scribers of rating organizations re- 
tarded in their efforts to compete 
through the slow operation of the prior 
approval mechanism,” Mr. Johnson 
stated. “Furthermore, while the all- 
industry pattern of rate regulation 
contemplated a single standard for 
rate filings no matter how made, what 
has actually emerged is a double 
standard, and, as a consequence, com- 
panies which remain full members or 
subscribers of rating organizations now 
find themselves at a great competitive 
disadvantage.” 

Saying he did not mean to be critical 
of supervisory authorities, Mr. John- 
son said there had been other in- 
stances in which the prior approval 
laws have placed a political spotlight 
on rate filings and where the negative 
action of a commissioner has been 
dictated by political considerations and 
not based on “sound or factual reason.” 
In these circumstances, “the dilemma 
facing bureau companies . . . has been 
intolerable.” 

Rating bureaus are valuable and 
useful to the business, and should be 
preserved, Mr. Johnson said. The best 
method for doing this is to remove the 
disadvantageous conditions now at- 
tendant upon the membership and 
subscribership so that companies can 
act individually with respect to rates 
and forms whenever necessary to keep 
pace with competitive change. 


Won’t Encourage Rate Wars 


A no prior approval bill will not en- 
courage rate wars or destructive com- 
petition through the introduction of 
flash filings, according to Mr. Johnson, 
who said that this has not been the 
case in the states where immediate use 
is permitted, nor have the laws in 
those states been regarded as injurious 
to the public interest. 

“Conversely, in the prior approval 

states the inequity of the present sit- 
uation as between bureau and inde- 
pendent companies, if allowed to con- 
tinue, actually encourages unsound 
non-bureau filings for the sake of tem- 
porary advantage and thus confronts 
the bureaus with the Hobson’s choice 
of either matching these with some- 
thing equally unsound or else suffering 
all members and subscribers of the bu- 
reau to lose business.” 
. If the rate regulatory processes 
aren’t made more flexible, the only 
recourse of bureau members and sub- 
scribers will be to withdraw com- 
pletely from rating organizations, Mr. 
Johnson said, and this will produce a 
disintegration of orderly rate making 
procedures. 

Stressing that his companies are 
agency stock insurers, Mr. Johnson 
said his proposal is an attempt to pre- 
serve the American agency system 
under competitive conditions. Some 
agents have registered objection to a 
no prior approval bill on the score 
that it may result in erosion of stan- 
dardization of rates and forms. “We 
believe that under existing circum- 
stances our bill offers the best hope 
oi preserving standardization, since it 
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will encourage companies to continue 
their support of rating organizations, 
Mr. Johnson said. It is designed to 
remove deterrents to membership and 
subscribership in a rating organization. 

As the original speaker, Mr. Johnson 
was subjected to a variety of questions, 
many of which were repeated after the 
presentations of other speakers. Mr. 
Johnson acquitted himself well in the 
role of respondent, and those who 
followed him had the advantage of 
knowing in advance what the sub- 
stance of the questions would be. 


Thinking Differs 


The different commissioners pursued 
different lines of thinking in their re- 
action to the proposal to remove the 
prior approval provision. Mr. Gerber 
concentrated on the question of sol- 
vency of insurers; Mr. Rinehart on the 
mechanics of operations under such a 
system; Mr. Smith on the bureau and 
competitive aspects; and Mr. Blackford 
on public interest. These four asked 
90% or more of the questions. Two or 
three of the commissioners never said 
a word during the two days of open 
session. 

Suppose, Mr. Blackford asked Mr. 
Johnson, that a commissioner disap- 
proved a rate after it had been in 
effect under the no prior approval law 
—what provision is there for a refund 
of excess premiums paid? 

The non-retroactive provision would 
not make a premium refund necessary, 
Mr. Johnson explained. 

Does that not constitute unjust en- 
richment? Mr. Smith wondered. 

No, the rates are in effect for such a 
short time that it could not be, Mr. 
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Johnson replied. Additionally, there is 
no difference essentially between the 
no prior approval and the prior ap- 
proval insofar as voiding an excessive 
rate is concerned. 

But at least the commissioner has 
the chance to review and approve rates 
today, Mr. Blackford observed. 

Mr. Johnson made the point that the 
companies are interested in a long 
range effect, not in 30 or 60 days of 
premiums. 

Mr. Smith wondered if a refunding 
provision were put in whether Mr. 
Johnson would still favor no prior 
approval. 

Yes, he answered, because the prin- 
ciple is still the same although the 
refund would be a practical deterrent. 
The prior approval law is not always 
that in operation, Mr. Johnson added. 
The bureau sometimes talks informally 
with commissioners before a filing is 
made, occasionally discussing the mat- 
ter over a protracted period. The filing 
might be changed on the basis of 
informal conversations. 

Mr. Smith interjected here to say 
that he wanted the record to show 
that this is not the practice in Penn- 
sylvania. 

Mr. Musser asked what would happen 
if, after a filing had been made under 
the no prior approval law, it became 
apparent that the commission intended 
to disapprove it. Couldn’t the company 
extend the non-retroactive period sim- 
ply by making a minor alteration in 
the filing and thus maintain that a new 
filing was in effect. 

This is possible, Mr. Johnson ad- 
mitted. 

Wouldn’t that then increase the 
number of filings the departments 
would have to cope with? Mr. Smith 
asked. 

The long range purpose of filings on 
the part of bureau companies would 
prohibit the use of flash filings, Mr. 
Johnson averred. The companies are 
looking for an equitable rate for the 
long pull. 

Mr. Blackford remarked that Mr. 
Johnson had said in his statement 
that the bill he proposes would re- 
move political interference from rate 
making, would build up the business, 
and would promote flexibility, but Mr. 
Blackford wondered where the public 
interest is promoted. 

This comes about because the bill 
is not injurious to the public, Mr. 
Johnson said. The regulatory laws are 
not designed to promote the public 
interest but to protect it, and the 
bureau bill does that, employing com- 
petition as the real regulator. It is 
without precedent in American busi- 
ness to prevent the play of price in a 
competitive situation, he added. 

Mr. Rinehart wondered whether the 
bill does not put rating organizations 
in a position to act in concert adversely 
to the public interest. 

The bill is based, said Mr. Johnson, 
on the assumption that companies are 
not motivated to make a quick dollar. 
When economic conditions change, it 
is competition that changes rates long 
before a commissioner asks for any- 
thing to be done. 

Mr. Rinehart remarked that the com- 
missioners have had the authority 
under the prior approval statute to ask 
for a proper filing, but the no prior 
approval bill puts the burden of proof 
on the commissioner instead. 

Mr. Johnson replied that Sen. Ke- 
fauver was responsible for opening up 
the anti-trust case against the electric 
companies and he is supporting inde- 
pendence of action. The insurance bus- 
iness is responding to this in its bill. 

Frank Harwayne of New York asked 
if prior approval hasn’t operated equal- 
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ly on the bureau and independent com- 
panies. 

It hasn’t worked that way, said Mr. 
Johnson. In some states they come out 
even, but in others there is a double 
standard which he said goes against 
the bureau because bureau filings at- 
tract a lot of attention. Frequently they 
are held up while independent com- 
panies are able to get action in a short 
time. 

“You mean when North America 
files in Pennsylvania, no one pays any 
attention?” Mr. Smith asked. 

Mr. Johnson replied that he doesn’t 
know of any instance where indepen- 
dent filings have been subjected to the 
delay that bureaus have had. 

Mr. Smith asked what Mr. Johnson 
meant about political considerations 
being involved in rate filings. 


Explains Political Consideration 


These are considerations apart from 
what the law requires, such as statis- 
tical justification, he stated. Pressures 
are applied either to the regulators or 
to the companies. 

In one part of his statement, Mr. 
Rinehart observed, Mr. Johnson 
seemed to imply that unsound filings 
have been approved under the prior 
approval statute, and if this is so, 
wouldn’t no prior approval bill produce 
even more unsound filings. 

Mr. Johnson said his point was that 
the bureaus are shackled, but that he 
had made the statement as to unsound 
filings in terms of the future and as- 
suming no change is made in the pres- 
ent law, not that unsound filings have 
been made. 

Mr. Gerber wondered if there had 
been an implication that the all-indus- 
try laws were responsible for the ad- 
verse experience in fire and casualty 
insurance. 


Much Money Lost 


This was not said nor implied, Mr. 
Johnson answered, but the slow pro- 
cesses of the prior approval bill have 
contributed their share to the situation. 
Getting a needed rate a year late 
doesn’t make up for the money that’s 
lost in that year. 

Mr. Gerber commented that the 
bureaus have liberalized their attitude 
toward independent filings of members 
and subscribers. Have not the trials 
and tribulations of the subscribers 
been due to the attitude of the bureau 
itself rather than the rating law? 

Not as to rate adequacy, Mr. John- 
son answered, although possibly as to 
rating techniques. 

If a filing is delayed, isn’t it due 
more to lack of staff or budget than 
otherwise? 

In some states that is true, in others, 
no, Mr. Johnson said. 

Wouldn’t departments with a short 
staff or a short budget be under a 
greater burden with a no prior ap- 
proval law than under the prior ap- 
proval statute? Mr. Blackford won- 


dered. He referred to the fact that his 
department has just lost its chief rater. 

It is difficult to document a point 
like this because of the difference in 
insurance departments, Mr. Johnson 
remarked. 

Wouldn’t a rating organization be- 
come simply a statistical organization 
under the no prior approval bill? asked 
Mr. Gerber. 

Mr. Johnson said he doesn’t think so. 
The bureaus will have all the functions 
of the past and be more effective. 

Mr. Gerber wondered whether the 
bureau has been forced by competition 
to change its philosophy and return to 
free competition. 

No, said Mr. Johnson. The all-indus- 
try bill allows competition except on 
the part of the bureaus. The rigidity of 
the rate filing process has tied up the 
bureau companies. 

Couldn’t the members have made 
agency filings or quit the bureau? Mr. 
Gerber wondered. 

Mr. Johnson said the companies 
needed the freedom from restraint at- 
taching to the bureau but believed in 
the bureau and its contributions. How- 
ever, the fabric of the bureau has been 
loosened in the past two years. 

The shift of companies away from 
the bureau has not caused increased 
competition, then? asked Mr. Gerber. 

No, that is the symptom, not a cause, 
Mr. Johnson answered. 

Does the issue of prior approval have 
a possible effect on insurer solvency? 
Mr. Gerber wondered. 

It hasn’t, but it could, Mr. Johnson 
said. If companies are required to en- 
gage in the business year after year 
at an inadequate rate, it could produce 
failures. 

Should a security law be adopted at 
the same time as a no prior approval 
law? Mr. Gerber was wondering about 
a fund to insure the persons caught 
with a bankrupt company. 

Mr. Johnson said he doesn’t think 
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the two items are related. His groups 
are against security funds, on the 
ground that they destroy the premium 
put on management integrity. They are 
inconsistent with careful management. 
There is probably a greater chance for 
insolvencies if the present law is re- 
tained, Mr. Johnson added, stating that 
the small companies put great reliance 
on bureau rates and if they are inade- 
quate and kept there, the small com- 
panies are put in danger. If the bureau 
is prevented from using a proper rate 
the little companies have to be warned 
that the rate is inadequate and they 
may have to get out of the business. 


Asked For Explanation 


Mr. Johnson was asked by Mr. Ger- 
ber how he accounts for the basic dis- 
agreement between his companies and 
their agents on the issue of prior 
approval. 

This is only temporary, Mr. Johnson 
said. His companies are so firmly con- 
vinced of the propriety of the phiio- 
sophy expressed in his statement that 
he is sure the agents will come around 
when they sit down and talk it over 
with the companies. This has not been 
possible up to now because so much 
effort has gone into making the bureau 
position crystal clear. The best inter- 
ests of both agents and companies are 
tied together, but the agents sometimes 
gain false notions. Their fears of no 
prior approval are groundless, he said. 
What they have said they fear would 
take place under the no prior approval 
law is actually taking place under the 
all-industry bill. 

Mr. Gerber asked if a state which 
had never allowed a deviation of more 
than 20% would be in the position of 
having to allow a 25% deviation under 
the no prior approval bill simply be- 
cause a filing of that kind was made. 

That could happen, Mr. Johnson ad- 
mitted, but it is not the intention of the 
bill and the companies still would have 
to support the filing. 
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“Here’s how I picked up $1,731 
in NEW premiums with more to come.” 


by a Pittsburgh insurance agent 


‘“‘When I heard that a contractor was about ready to 
renew his firm’s liability insurance, the first thing I did 
was call Bill Nearing, Special Agent for The American. 


“Knowing we were up against tough competition, Bill 
and I wasted no time making a detailed survey of this 
company’s present liability policies. It paid off! Bill 
found some over-lapping coverages. Back at his office 
he had The American underwriter work out a program 
that eliminated all duplication and offered proper cover- 
age at less premium . . . with The American’s Compre- 
hensive Liability Policy. 


“Needless to say, the contractor was pleased as 
punch. He not only awarded me the policy totaling 
$1,731 in premiums but also promised me, as soon as 
they expired, his personal Homeowners policy, the 
Money and Securities policy on the business, and the 
total Fire line on the office building and other property 
he owned . . . with premiums in excess of $2,000! 


“Believe me, I’m not letting this extra income go to 
waste. That’s a new outboard motor on my boat. And 
that’s Bill Nearing right next to it. It’s a real pleasure 
to take him for a cruise once in a while. After all, he’s 
worked as hard for it as I have!” 


You, too, can help yourself to extra income by 
taking advantage of The American’s fine reputa- 
tion, multiple line facilities and excellent branch 
office services...offering prompt policy-writing, 
expert engineering, premium auditing and speedy 
claim attention. Contact your closest American 
branch office. Let us prove to you that The American 
means business... MORE BUSINESS FOR YOU. 
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